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TUESDAY, APRIL 1, 1958 - 


House oF REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met at 10:30 a. m., in room G-3, United States 
Capitol, Washington, D. C., Hon. Thomas E. Morgan (acting chair- 
man) presiding. 

Acting Chairman Morean. The committee will come to order. 

We have a continuation of our hearings on the Mutual Security Act 
of 1958 making authorizations for the fiscal year 1959. 

We are here in executive session and our first witness this morning 
will be Hon. Roy R. Rubottom, Assistant Secretary of State for Inter- 
American Affairs, followed by Col. T. D. Hanford, regional director, 
Western Hemisphere, Department of Defense, and Rollin S. Atwood, 
regional director, Office of Latin American Operations, ICA. 

The three statements are before you. 

Mr. Rubottom, will you proceed. 


STATEMENT OF HON. R. R. RUBOTTOM, JR., ASSISTANT SECRETARY 
OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Rusortom. I appreciate the opportunity to appear again be- 
fore this committee in support of the mutual security program for 
Latin America. For the fiscal year 1959 we are requesting funds to 
conduct programs of military assistance in the amount of $54 mil- 
lion, technical cooperation in the amount of $35 million and special 
programs amounting to $24.5 million of which $1.5 million is for the 
United States contribution to the technical cooperation program of 
the Organization of American States. 

Before outlining my reasons for supporting these programs, I would 
like to remind you of the direct interest the United States has in the 
Latin American area and the general policies we follow in our rela- 
tions with that area. They form the background against which the 
above programs are developed. 

Since the days of the Monroe Doctrine the United States has pub- 
licly recognized and proclaimed the importance of Latin America in 
its foreign relations. The United States shares a joint heritage of 
liberty and democracy with the people of Latin America. Each has 
recognized the mutual advantages of close and friendly cooperation. 
The strategic location of the area as a whole to the defense of the 
United States has been long recognized and over the years we have 
developed mutually beneficial relationships with our neighbors to the 
south. This inter-American relationship has served as a model for 
the United Nations and for other regional groups. 
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In the matter of security it is important to remember that our mili- 
tary relations with Latin America fall within the framework of the 
Inter-American Treaty of Reciprocal Assistance, signed at Rio de 
Janeiro in 1947, which establishes the principle that an attack by any 
state against an American state shall be considered as an attack 
against all the American states. This treaty is an integral part of our 
inter-American system. 

A basic objective of United States policy in the economic field is to 
make as effective a contribution as is possible to the efforts of indi- 
vidual Latin American countries to develop and maintain a stable, 
healthy, national economy. The security and well-being of the people 
of the United States depend to a large extent on our being surrounded 
in this hemisphere by strong prosperous neighbors. It is, therefore, 
in our interest to offer constructive, cooperative efforts to our sister 
Republics. Humanitarian and philanthropic motives are not the only 
justification for this program, although they do play an important part. 

Although the international Communist conspiracy does not present 
as immediate a threat to the Western Hemisphere as to some other 
parts of the world, the United States must face the fact that the Com- 
munists have both immediate and long-range objectives in Latin 
America as elsewhere. Ultimately, of course, they would like to seize 
power. With their underground ‘cadres ever alert to take advantage 
of popular discontent arising out of turbulent political conditions or 
widespread economic crises, the Communist apparatus requires con- 
stant watching. 

Trade is another avenue the Communists employ in their plans of 
subversion. It is one against which nations must take precautions. 
Some Latin American countries today face serious economic problems 
characterized by abnormally large supplies of raw material which 
they are unable to place through normal export channels. There is 
understandably a desire on the part of our neighbors to examine care- 
fully trade with the Soviet bloc with an eye to reducing these surpluses 
or utilizing credits which have accumulated in their favor from pre- 
vious trade relations. In 1957 Latin American trade with the Soviet 
bloc represented less than 2 percent of all Latin American trade, but 
it was concentrated in 4 important countries of the area: Argentina, 
Brazil, Cuba, and Uruguay. ‘There has been increasing evidence of 
Soviet interest in enlarging the size of this trade with Latin Americ 
and they reportedly have been making overtures for this purpose. 
Reportedly they have also offered investments and technical assistance 
in a number of countries. The precise facts, however, are difficult 
to determine. Whatever its extent, this Soviet bloc ec onomic offen- 
sive does represent a challenge to the United States and requires in- 
creased vigilance on our part. 

It is perhaps well to recall that Latin America is one of our most 
important trade areas. In recent years our trade with Latin America 
has been greater than that with any other area in the world except 
Western Europe. The value of United States merchandise trade 
with the 20 American Republics was at a record high in 1956. Ex- 
ports amounted to $3.7 billion and imports were valued at $3.6 billion. 
In 1957 the two-way flow of trade between the United States and 
Latin America continued at the same high level with United States 
exports actually exceeding the 1956 rate while imports remained at 
about the same level. 
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The goods we purchase in Latin America are essential to-our well- 
being and to the maintenance, operation and growth of our industrial 
plant, while the money which Latin America spends here purchases a 
wide variety of manufactured and agr ivultceel quediiete required for 
the industrial development of that area. Among the products which 
enter into this trade are some 30 items on the stockpile list of stra- 
tegic materials. Moreover, Latin America is our main source of such 
important consumer items as coffee, sugar, cocoa and bananas. In 
return, it has been taking from us over 25 percent of our exports in 
such important categories as autos and parts, chemicals, machinery 
and textiles. In 1956 51 percent of all United States exports of 
trucks, buses and chassis went to Latin America. 

This economic interdependence is equally manifest in the field of 
private investment. More than one-third of our direct private invest- 
ment is in Latin America. The book value of United States invest- 
ments in Latin America has grown from $3 billion in 1946 to over $7 
billion in 1957. In 1955 this private investment provided jobs for 
over 600,000 persons, paying salaries amounting to a billion dollars. 
It paid local taxes and royalties to the host countries also estimated at 
a billion dollars. Of the $4.5 billion goods and services produced in 
1955 by the companies making these investments, $2 billion were 
sold abroad for dollars, while $2.5 billion were sold in local markets, 
most of them replacing goods which otherwise might have had to be 
imported. Another somewhat intangible but very important result 
of these investments has been the great amount of technical knowledge 
and managerial skills which they have provided for Latin Americans. 
At the same time, these investments yielded a satisfactory return to 
their American owners. 

A third field in which we are intimately concerned with Latin 
America is in providing public funds, through the Export-Import 
Bank, for sound development projects, both public and private. 
During the last 10 years over 40 percent of the bank’s total loan 
authorizations have been made in the 20 Latin American Republics. 
In the 3-year period ending last June 30 the Export-Import Bank 
authorized credits of some $840 million in this area. 

With this intensely active and dynamically expanding economic 
relationship which our country enjoys with Latin America, it is not 
surprising that our Government maintains a highly sympathetic and 
intimate concern for their further economic development. 

Latin America is still in the midst of an economic and social revolu- 
tion. Despite its large population and the availability of extensive 
natural resources, most Latin American nations are unable to finance 
this progress from their own financial resources. While 1 ‘elying mainly 
on private enterprise, the United States recognizes that there is at 
present a gap in their requirements which needs to be filled if the 
obstacles to economic progress, which apply in varying degrees to 
most countries of the area, are to be overcome. There are deficits 
in the production of food and fuel; there are shortages of power and 
transportation facilities; health and education facilities are often 
inadequate; there is a shortage of administrative and managerial 
personnel and excessive economic nationalism and rigid social systems 
are all too prevalent in some places. There is need for sound long- 
term official loans in many sectors and we have told the peoples of 
Latin America that we shall do our best through the Export-Import 
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Bank to satisfy their needs for sound development where capital is 
not available on reasonable terms from private sources or from the 
IBRD. The new Development Loan Fund is open to Latin America 
and a number of proposals are now under study. In addition, we are 
making local currency loans from the proceeds of the sale of United 
States surplus agricultural commodities. 

While capital requirements, within their absorptive capacity, are, 
for the most part, being met by private investment and loans from 
private banks and existing public institutions such as the Export- 
Import Bank, the IBRD and the IFC and the other sources mentioned 
above, there has been a need for technical knowledge and some 
emergency aid to ogame disasters and meet contingencies beyond 
the other country’s resources. The Latin Americans have recognized 
the value of our ay and experience and have sought our 
cooperation in making these available to them. We have been 
pleased to be able to make such a contribution to the establishment 
in each Latin American country of a stronger, more self-reliant and 
durable national economy. 

Let me now turn briefly to each part of the program in Latin 
America: 

1, MILITARY PROGRAM 


Latin America is an important source of supply for materials of 
strategic and critical importance. It is essential also that the pro- 
ductive fac ilities, representing in part a heavy United States invest- 
ment, and that the ocean routes over which ships carrying the com- 
modities pass, be defended and protected. An objective of the mili- 
tary portion of our mutual defense program is to cooperate with our 
Latin American neighbors so that they may assume an increasing 
responsibility for the defense of these facilities and routes. 

Our cooperation consists principally in making available suitable 
military equipment and training to specific units designated for 
hemispheric defense tasks in the 12 countries with which we have 
mutual defense assistance agreements. For fiscal year 1959 we pro- 
pose that the Congress appropriate $54 million for this purpose. This 
may be compared with approximately $1 billion which the Latin 
American countries themselves spent last year for their military 
defense establishments. 


2. BILATERAL TECHNICAL COOPERATION PROGRAM 


The bilateral technical cooperation programs are essentially designed 
to demonstrate improved techniques and, through training therein, to 
assist Latin American countries to acquire the skilled local personnel 
essential to their economic development. They have been based on 
a common understanding reached by the two governments concerned 
that the technical cooperation provided was needed and justified on 
grounds of mutual self-interest. 

These programs, which we are carrying out today in all the other 
American Republics and in five of the overseas territories in this hemi- 
sphere are, through their “grassroots” approach, contributing signifi- 
cantly, I believe, to dev eloping self-reliance and mutual understanding. 
They are enhancing the “partners in progress”’ concept which consti- 
tutes the basis for hemispheric cooperation and willingness to share 
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and solve problems peacefully under the inter-American system of the 
Organization of American States, as well as solidarity in the United 
Nations. 

Our bilateral technical cooperation programs are related to host 
country efforts in the fields of agriculture, education, health and 
sanitation, industry and mining, transportation and communications, 
labor, public administration, housing and community development. 
They are designed to provide for the training of technicians and for 
demonstration projects directed at the practical solution of basic 
problems obstructing economic progress. 


3. UNITED STATES CONTRIBUTION TO THE TECHNICAL COOPERATION 
PROGRAM OF THE OAS 


Perhaps at no time in our history has it been more important for 
the United States to encourage the nations of the Western Hemi- 
sphere to continue their effective participation in the Organization of 
American States. This body, which represents our inter-American 
system, conducts a small multilateral technical cooperation program 
which the United States supports in conjunction with all of the other 
American Republics. This technical cooperation program is unlike 
the United States bilateral and U. N. programs, which provide tech- 
nical assistance to individual countries, in that it consists entirely of 
regional training activities at regional training centers. The OAS 
technical assistance funds are used to support special training staffs 
and to provide fellowships for trainees from all of the countries of 
Latin America to attend the centers, which have been established in 
conjunction with existing educational facilities, or to attend special 
seminars, workshops, et cetera. At the end of the course, the trainees 
return to their own countries to assume positions utilizing this train- 
ing or, in some cases, to assist in organizing similar training programs 
at home. 

This program is directed by the Inter-American Economie and 
Social Council which is advised by an executive director, responsible 
to it for carrying out the program, and by a Technical Cooperation 
Board, composed of one representative from each of the Inter-American 
specialized agencies and the Pan American Union. The latter super- 
vise the technical aspects of the projects and include the Inter- 
American Institute for the Protection of Childhood, the Inter- 
American Indian Institute, the Inter-American Institute of Agricul- 
tural Sciences, the Inter-American Statistical Institute, the Pan 
American Institute of Geography and History, the Pan American 
Sanitary Bureau and the Pan American Union itself. 

For each of the first 4 years of the program (1951-54) the United 
States pledged $1 million with the proviso that the United States 
contribution not exceed 70 percent of total contributions. All con- 
tributions to this effort are made on a voluntary basis. Because of 
increasing interest in the program, the United States has, since 1955, 
pledged $1.5 million annually subject to the same proviso. Although 
the other 20 American Republics have not yet pledged and contributed 
funds sufficient to draw down the full $1.5 million pledged by the 
United States their contributions have been increasing slowly. The 
unused portion of any United States pledge is returned to the United 
States Treasury after due time is allowed for the other countries to 
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fulfill their pledges. Total pledges for calendar year 1957 amounted 
to $1,787,587 of which the United States contributed $1,251,311. 
All pledges for 1958 have not yet been received but = total is ex- 
pected to be in excess of the amount pledged for 1957. The annual 
cost of the program has approximated the total <iiean of funds 
available. 

In addition to the annual voluntary contributions to the program’s 
general needs, host countries furnish support to the projects located 
in their territory in the form of local personnel, services, supplies and 
equipment, et cetera estimated at about $200,000 annually. Some 
$2 million has also been provided in land, facilities and buildings by 
host governments. 

I therefore wish to endorse the request for $1.5 million as our con- 
tribution to the 1959 technical cooperation program of the Organiza- 
tion of American States. We propose again to limit our pledge to 
70 percent of the total contributed by participating governments. 
This percentage was chosen in recognition of the limited number of 
contributors to the program and of our predominant economic posi- 
tion. Our national income is approximately 88 percent of the total 
national income of all the 21 American Republics. 


4. SPECIAL ASSISTANCE 


Special assistance programs in fiscal year 1959 are requested only 
for Bolivia and Haiti and for certain regional projects. In the case 
of Guatemala, the $10 million earmarked for that country by the 
Congress last year has not yet been programed because we wished to 
wait and discuss its best possible use with the newly elected Gov- 
ernment. Its obligation, together with use of the programed but 
unexpended funds ‘from previous years and access to the Develop- 
ment Loan Fund should provide such economic help as may be 
needed for that country in fiscal year 1959. 

The heavy dependence of a large number of the countries of the 
area on 1 or 2 crops or commodities, coupled with the recent price 
declines in world markets for several of these products, is creating a 
difficult economic situation in Latin America. Brazilian coffee which 
averaged 53.7 cents per pound in 1956 reached a low of 51 cents a 
pound on September 4, 1957. With the coming into effect of the 
Mexico City Agreement on October 23, 1957, Latin American coffee 
prices recovered somewhat and on Februar y 24, 1958, this same coffee 
was selling for 53.75 cents a pound. The importance of the Mexico 
City Agreement on the future income to Latin America for this 
important foreign-exchange earner remains to be seen. The picture 
with regard to other commodities is less bright. Copper which aver- 
aged 42 cents a pound in 1956 had dropped to 25 cents a pound on 
February 24, 1958. Lead which had risen to an average of 16 cents 
a pound in 1956 dropped to 13 cents a pound on the same date. Zinc 
dropped from an average of 13.5 cents a pound to 10 cents a pound 
in the same period. The only bright ray was cocoa which after aver- 
aging 36.2 cents a pound in 1955 dropped to an average of 25.5 cents 
a pound in 1956 and has now risen to over 40 cents a pound. We are 
watching these commodity situations closely. 

In line with the general United States policy considerations men- 
tioned earlier, however, we believe it necessary to ask for special 
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assistance funds only to meet the emergencies in the two mentioned 
countries. While recognizing that unforeseen political or economic 
emergencies or natural disasters may occur in Latin America, we 
believe that most of these can be met by the countries themselves 
without grant aid from us. In the case of the two countries for which 
we are requesting special assistance, grant aid is predicated on the 
following: 


Bolivia 


In 1952, in the aftermath of a revolution, Bolivia undertook a series 
of far-reaching measures, the immediate effects of which were sudden 
and drastic changes in the country’s traditional economic and social 
patterns. The resulting economic dislocation brought the country 
by 1956 near to bankruptcy, and its currency to the brink of runaway 
inflation. 

In order to help forestall such chaos, and to afford Bolivia an 
opportunity to take steps leading to the development of her natural 
resources and the achievement of a diversified and stable economy, 
the United States provided Bolivia with grant aid to insure that 
minimal food requirements and other essential imports could be 
obtained. The United States also provided technical cooperation 
and economic development aid to hasten the day when the Bolivian 
economy would no longer require such outside support. Because 
private for eign investment can make an important contribution toward 
that end, we are attempting to encourage Bolivia to provide the 
conditions which will attract private capital to participate in the 
development of the country’s resources. 

In the United States program of economic aid to Bolivia three stages 
were necessary: The emergency stopgap period, support for the 
stabilization effort, and a period of promoting economic development. 
Prior to fiscal year 1957 our efforts fell almost entirely within the first 
stage. In fiscal year 1957 our program combined both the first and 
second stages. The fiscal year 1958 and fiscal year 1959 programs 
are directed toward the second and third stages. 

An analysis of the Bolivian economy, a year after the promulgation 
of stabilization decrees, provides evidence that tangible progress has 
been made in terms of unifying exchange rates and freeing the econ- 
omy, monetary stabilization, attracting foreign investment, and in 
general preparing the ground, as well as the atmosphere, for accelerated 
economic growth. However, the road to economic health and sta- 
bility is still long and rocky. 


Haiti 


Haiti has been faced with a series of difficulties with which it has 
not been able to cope with its own resources. United States relief 
was supplied after the devastating hurricane in the autumn of 1954. 
In late 1956 and early 1957 drought in the north and floods in the 
south ennees - new setback. The coffee crop for the year beginning 
November 1956 (which normally represents 70 percent of Haitian 
exports), was ; disastrously low and a prolonged political crisis which 
began in December 1956 with the fall of the Magloire government 
continued until October 1957 when the duly elected government of 
Dr. Duvalier took office. All of this brought on or aggravated a 
steady economic and financial deterioration which the United States 
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sought to help the Haitians arrest and reverse in order to restore a 
modicum of stability. 

The United States has worked with the Haitians in planning, 
financing and executing joint projects to increase agricultural produc- 
tion, especially needed food crops, principally through construction of 
irrigation facilities and access roads. Although the balance of pay- 
ments gap facing Haiti was, to a large extent, filled by the various 
types of United States relief and assistance together with drawing on 
a previously approved loan from the Export-Import Bank, the tap- 
ping of unofficial financial resources abroad, and deferment of pay- 
ments on foreign debts, nevertheless the dollar reserves of the National 
Bank of Haiti declined. Latest reports, however, indicate that inter- 
national reserves are increasing slowly, but the economic situation 
still remains precarious. 

It is expected that Haiti will continue to need United States aid 
in fiscal year 1958 and fiscal year 1959 for the successful carrying out 
of development projects considered necessary if Haiti is to maintain 
political stability and achieve a degree of economic progress. 

I would like to say, Mr. Chairman, coming before this committee 
is a source of real pleasure in my work not only because of the personal 
ties of friendship which I have with a number of the members of the 
committee, but because of the solid knowledge that they have about 
the area, the strength and the constructive nature of the reeommenda- 
tions which the members of this committee have consistently given 
to the American public, and, of course, to those of us in the Depart- 
ment who are responsible for the conduct of our relations with Latin 
America. 

Today we are coming before you to request, on behalf of Latin 
America, under the mutual security program, $113% million for fiscal 
year 1959: $54 million under military assistance; $35 million under 
bilateral technical cooperation, $23 million of special assistance, in the 
form of grant aid, and $1.5 million, the United States contribution to 
the technical cooperation program under the OAS. We thereby 
arrive at the total | mentioned earlier. 

I think, in making this request on behalf of our program in Latin 
America, that we should stop for just a moment and look at what 
Latin America is, besides this vast geographic mass which it represents 
on the map, a continent and a half to the south of us. 

A recent study of population indices projected into the future 
indicates some rather startling figures which I think would be of 
interest to this committee. 

The population of Latin America has tripled since 1900. That is in 
58 years. It is expected that the population which has already now 
passed and exceeded that of the United States, having arrived at a 
figure of around 183 million, will approximate 200 million by 1970 and 
by the vear 2000 Latin America will have obtained twice the popula- 
tion of the United States. 

In other words, when we have about 250 million people based on 
present statistical projections, Latin America will have about 500 
million people in the year 2000. 

If there was ever any doubt—and I know that there is not in the 
minds of the members of this committee—about the importance of 
Latin America in its own right, and to the United States, it seems to 
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me like these figures, showing the explosive growth factors ahead of 
us, should dissipate any such doubt. 

As a matter of fact, we in the administration feel that Latin America 
should have continued highest priority claim on the good will of the 
United States and that we should give this priority to the maintaining 
and continuing of the excellent relations which we have with this area. 

Obviously the social, the educational, the political and certainly 
the economic problems that will result from this explosive growth will 
be tremendous indeed. 

I would like to stress the importance of this mutual security pro- 
gram and especially the technical cooperation program which will be 
described to you in some detail later by Mr. Atwood, in helping to 
attack these problems which go to the very base of the needs of the 
area. 

In attacking the problems of health, for example, we recently dis- 
cussed with President-elect Idigoras of Guatemala, the contribution 
already made by our public health program there and the accomplish- 
ments that he hopes and we hope can be achieved in the future 
through this program. You can see the overriding importance of 
this program. 

From public health we move into agriculture, education, certain 
types of industrial productivity and other basic needs of the various 
countries which, it seems to me over the long run, probably are the 
most important phases of our mutual security program in the area. 

I do not mean to belittle the other phases of our program because 
they are likewise important, but because of our 17 years’ experience 
in the field of technical cooperation and the example this has set for 
the rest of the world, I think that this is of importance. 

In looking at Latin America normally, we think of it as a fast- 
growing, in very few cases underdeveloped—it is really a developing 
area, one that has built its relationship with the United States and 
with the other areas of the world, very proudly, on its ability to 
trade. 

The figures of the past 2 years have been tremendously impressive. 
In 1956 the trade figures approximated $3.5 billion of trade in each 
direction. 

In 1957 the trade continued to advance, in spite of certain price 
setbacks, to a figure of approximately $4 billion of trade in each 
direction, and Mr. Chairman, I can assure you those are figures 
important to Latin America and to the United States. 

Our second most important trading area after Western Europe, in 
fact. 

Now, what are the prospects ahead for 1958? We are already a 
quarter into this year. 

Obviously much depends on the developing situation in the United 
States. You can be assured that every Ambassador of Latin America 
in Washington, as well as their colleagues in their home governments, 
are observing our own efforts to continue the normal upward trend 
in our own economic growth here in this country because they are 
obviously tied in with us. 

Here I would like to make once again a statement which I think I 
have made before to this committee, that our own well-being depends 
upon the well-being of our neighbors. As we prosper, they prosper 
and as we encounter problems, they encounter problems and some- 








1498 MUTUAL SECURITY ACT OF 1958 


times almost in geometric progression those problems grow, if we 
have them. 

The problems of 1958 grow largely out of price declines in certain 
basic products which they produce. The metals market has been 
slowing down now for some time and in the field of lead, zinc and 
copper, for example—tin, also—we find those countries which are 
dependent on the production of these metals to be seriously short of 
foreign exchange to enable them to buy the products which they 
would like to buy in this country. 

Nearly every one of those affected countries have entered into 
stabilization programs, some of them recently, or a number of years 
ago, as in the case of Mexico, which has a standby from the United 
States Treasury which it has not had to draw on, but which is import- 
ant psychologically and financially to the well-being of that country. 

Others like Chile and Peru more recently, and, of course, we have a 
large program involving grant-aid and stabilization measures of differ- 
ent kinds in Bolivia, to. try to offset some of the effects of their loss of 
foreign exchange. They are tightening their belts, their budgets are 
being pared down quite markedly, they are entering into real auster- 
ity programs. 

In several cases their military budgets have been pared and 
spite of the efforts on their part they are finding that their situation 
is difficult because of the declining prices and the loss in foreign 
exchange. 

We are doing everything we can to give them not only constructive, 
psychological, moral support, but also real support. What we have 
done in the stabilization field, for example, in the case of Chile, in 
the case of Peru, the total program in Bolivia, are just examples of 
what we have done in a number of other countries, but I refer to them 
because they have been affected by the metals decline. 

Moving into coffee, which is of tremendous importance—15 coun- 
tries in Latin America produce coffee—6 of them depend upon it for 
more than half of their foreign exchange—you find another somewhat 
unsettled situation. About $1,200 million of Latin America’s foreign 
exchange earnings, for ex xample, last year—that is exports to the 
and it is, along with petroleum, the 
most important export hed inv of the area. 

We have recently worked with Latin America; we sent an observer 
to Rio de Janeiro to attend a meeting of world coffee producers to 
discuss all phases of the coffee marketing problem, the production 
problem particularly with respect to projecting production and other 
figures into the future. The National Coffee Association, which some- 
times in the past has not always been quite as interested as it now is 
in the areas that produce coffee, has wholeheartedly and sincerely 
entered into the consideration of the coffee problem in recognition of 
the fact that they, as buyers, roasters, and sellers, are as much affected 
by the well-being of the coffee producing countries as the countries 
themselves. We, of course, in the United States traditionally do not 
undertake to defend inordinately high prices and we allow the laws 
of supply and demand to work in our traditionally free economy, 
which most of the Latin American economies have also. Neverthe- 
less, we recognize that a disastrous price decline in this basic product 
would also be ver y unfortunate, and | think we would like to see our 
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friends avoid this type of instability which would in turn make for 
additional demands on us. 

This type of problem requires, I think, that we be in the most 
constructive posture to work with Latin America in the future, as 
they also face other problems of population growth that I have 
alluded to; a need for housing, a need for education and all the other 
needs which we can expect to have in increasing numbers in the years 
ahead. 

We are in a position, I think, actively, to assist our friends in Latin 
America. This mutual security program is certainly one of the vital 
ways in which we do that. 

The grant-aid for Latin America, which is relatively small, is of 
vital importance in the countries that have received it. We feel that 
it is urgent that the requests which we have made for next year be 
given your continuing and we hope favorable consideration. 

The military assistance program is likewise important. It is im- 
portant far out of proportion to its size and relation to the amounts 
that are marked for certain other areas of the world. We have these 
mutual defense assistance agreements with 12 of the countries in Latin 
America, and we feel that they should be helped in this way to carry 
out their commitments both for hemisphere defense and with respect 
to internal security. 

I do not want to overlook the cultural and spiritual ties that we 
have with Latin America because I think perhaps in the long run 
they are more important than any other single factor in our relation- 
ship with the countries. 

As we look around the world today, I think we can be all the more 
grateful that we have this large group of people, growing faster than 
any other area of the world, with a population growth of 2.3 percent 
per year, of 20 republics, who are trying to follow the same God- 
inspired, conscience-led lives that we are in this country. 

I think that this program, which we are recommending for your 
consideration today, is one of the important factors in demonstrating 
to Latin America our continued moral support, our continued solidarity 
with them. 

Thank you very much, Mr. Chairman, for permitting me to make 
these remarks. 

Acting Chairman Morean. Thank you, Mr. Secretary. 

We will proceed with the remaining witnesses before I call for 
questions. 

Colonel Hanford, please go right ahead. You say you have a 
short statement which you want to read and some charts. 


STATEMENT OF COL. THOMAS B. HANFORD, DIRECTOR, WESTERN 
HEMISPHERE REGIONAL OFFICE, OFFICE OF THE ASSISTANT 
SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 
AFFAIRS 


Colonel HAnrorp. Mr. Chairman and members of the committee, 
the United States is providing military assistance to 12 Latin American 
nations: Brazil, Chile, Colombia, Cuba, Dominican Republic, Ecua- 
dor, Guatemala, Haiti, Honduras, Nicaragua, Peru, and Uruguay. 

(The charts referred to by Colonel Hanford follow:) 
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Colonel Hanrorp. These countries have all signed bilateral defense 
agreements with the United States to assist in carrying out military 
missions important to the defense of the Western. Hemisphere. 
Through the military assistance program, we are helping these coun- 
tries improve the capabilities of selected military units for effectively 
carrying out these tasks. The program also promotes closer military 
cooperation between the United States and these countries and con- 
tributes to the mutually beneficial ties between them and ourselves, 
not only in military matters but in all our relations with Latin 
America. 

The bilateral military agreements with the Latin American countries 
come within the framework of the Inter-American Treaty of Reciprocal 
Assistance, which established the principle that an attack on one 
American state is an attack on all. The agreements also promote the 
objective of the resolution on military cooperation which was adopted 
at the Fourth Meeting of Consultation of the Ministers of Foreign 
Affairs. That resolution urges the American Republics to orient their 
military preparations toward the common defense of the hemisphere, 
rather than confining such preparations to the defense of their indi- 
vidual countries. 

Latin America, by reason of the vast distances to the Sino-Soviet 
bloc countries, is not considered to be in danger of direct assault from 
outside the hemisphere, except by submarine. However, the geo- 
graphic proximity of Latin America to the United States requires that 
we give the area consideration in planning for the security of the 
hemisphe re. The reasons, however, are more compelling than 
geography. 

The United States and the other American Republics have become 
dependent upon each other for a large number of critical and strategic 
materials essential to our security and well-being. 

The interchange of goods between nations of ‘the North and South 
American Continents is taken as a matter of course, but, in wartime, is 
susceptible to disruption by enemy submarines and other forms of 
hostile action. During World War II, we kept these supply lines 
open with our own Navy with some assistance from Latin America. 
One of the objectives of our assistance program is to enable the 
Latin American countries to assume increased responsibility in the 
defense of these communications routes while at the same time bearing 
sole responsibility for the protection of sources of supply in Latin 
America. 

Considering that Latin America is over three times as large as the 
United States in area, with a population greater than the United 
States, that its coastlines are more extensive than ours, and that some 
of the world’s principal routes of communication run through the 
area, this is a task of no small proportions. Besides this job of assisting 
in the maintenance of lines of communication, the Latin Americans 
have the problem of maintaining their internal security. 

No example is needed of the capability of the Soviet Union to 
undermine the security of the hemisphere through subversive activities, 
but we had such an object lesson in Guatemala. 

The maintenance of internal security is, of course, primarily the 
responsibility of the Latin American Republics themselves, and we 
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do not propose in this program to provide grant assistance for that 
purpose. 

he countries of Latin America do not have the financial resources 
or the experience in modern warfare to train and equip forces for 
hemisphere defense missions without external help. An attempt by 
these countries to achieve this capability without United States 
assistance would surely retard their social and economic develop- 
ment, in direct conflict with United States foreign policy in the area. 

In spite of their limited financial resources, the 12 countries re- 
ceiving military assistance bear the major share of the cost of 
their defense. They have spent from $1 to $1.5 billion annually to 
operate and maintain their military forces. 

These expenditures provide pay, food, clothing, and housing for 
their troops, POL requirements for operation of equipment; con- 
struction of bases; and some replacement of equipment. The com- 
bined 1957 military budgets for the 12 countries totaled approxi- 
mately $1 billion, as opposed to the fiscal year 1957 United States 
military assistance program of $36 million for the 12 countries. 

During the past year, we have received the continued cooperation 
of our Latin American neighbors. All countries in the area have 
continued to support free-world policy and action in the United 
Nations. 

Brazil has provided us with base rights for a needed missiles track- 
ing site; Dominican Republic has continued to cooperate with us in 
our operation of an important link in our long-range missiles proving 
ground; Cuba continues to abide by its agreement in our operation 
of the United States naval training station at Guantanamo Bay. 

United States military missions, the principal envoys of United 
States policy on standardization of military doctrine and equipment, 
remain predominant in the area. 

Military assistance to Latin America has enabled these countries 
to organize, equip, and train units which are relatively modern and 
effective military organizations with a combat potential for contribut- 
ing to the security and defense of the hemisphere. 

The 1958 program of $39 million provided a continuation of assist- 
ance in the maintenance, training, and modernization of selected units 
required for missions important to hemisphere defense. For the sum 
of $195 million we have, since the inception of the program, created 
reserve forces of conventional units in the number of 20 battalions, 
81 ships, and 21 air squadrons. This amount is far less than the cost 
of maintaining similar forces in the United States. 

For the coming year, we are requesting $54 million to continue 
military assistance to those countries which have agreed to assist the 
United States in the defense of the Western Hemisphere. 

As you can see, it is only about 3 percent of the total requested 
but is considered necessary to secure United States objectives in the 
area. 

Thank you, gentlemen. 

Acting Chairman Morean. Thank you, Colonel. 

I will call next on Mr. Atwood. 
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STATEMENT OF ROLLIN §S. ATWOOD, REGIONAL DIRECTOR, 
OFFICE OF LATIN AMERICAN OPERATIONS, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Atwoop. It is a pleasure to appear before this committee in 
support of the bilateral nonmilitary aspects of the mutual security 
program in Latin America. This statement will cover the request for 
$35 million for bilateral technical cooperation in Latin America and 
for $23 million for special assistance funds to cope with emergency 
situations, primarily in Bolivia and Haiti. Mr. Rubottom has indi- 
cated that we feel that the $10 million appropriated for Guatemala 
for fiscal year 1958 which will be programed in the near future, plus 
the continuing projects and possible use of the Development Loan 
Fund, should provide such economic help as may be needed for that 
country during fiscal year 1959. Other emergency situations in 
Latin America, if such should develop, would be handled to the extent 
required from contingency funds. 

In my statement r want to cover two major points regarding the 
mutual security program in Latin America: (1) what has been accom- 
plished and how the program is operated; and (2) the present situation 
and the program we feel is essential to ‘achieve our mutual sec urity 
objectives 

Previous witnesses have discussed the vital United States interests 
which justify technical cooperation and economic assistance to the 
rapidly developing countries in the free world. Assistant Secretary 
Rubottom has outlined the vital long-term interests of the United 
States in strong, self-reliant, independent neighbors in this hemisphere. 
He has also given you a bird’s-eye view of the serious current economic 
and political problems facing our neighbors to the south. He men- 
tioned and I want to reiterate that the Russian challenge cannot be 
ignored and must be evaluated with continuing diligence. 

Economic and technical aid from Russia is flexible and can be pin- 
pointed. It is not prevented from operating in fields which conflict 
with domestic interests inside Russia. It has strings attached but they 
are not pulled tight until the propaganda value of the economic aid 
offer has been achieved. Russia can buy or barter for commodities 
which are in surplus in Latin America such as coffee, copper, lead and 
zinc and can then turn around and dump such products on the world 
market. 

What has been accomplished and how the program is operated: The 
request for $35 million this year compares with a similar request to the 
Congress last year. It was based upon programs and projects care- 
fully drawn up in the field and screened in Washington against the 
criteria that (a) the other government requested this cooperation, 
assumes a fair share of the cost, is capable of making effective use of it; 
and (6) our help can be extended within budgetary limitations and is 
in the interest of both the United States and the host government. 
The request this year is no higher than the request last year, even 
though it has been obtained by screening a large number of requests 
from the field which totaled considerably more. Because we are at 
present operating at an implementation level of only $31.3 million, 
the additional amount requested should permit us a small but effective 
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increase, fully capable of realization and one which will serve the best 
interests and objectives of the United States foreign policy in Latin 
America. This level for technical cooperation in fiscal year 1959 is, I 
believe, fully justified in the light of the criteria mentioned above. 

We did not start this program in Latin America to thwart any 
Russian offensive. We are not at the present time trying to “match” 
any Russian offers. The program in Latin America was started as a 
joint effort of free peoples to help each other achieve the objective of 
stronger, more self-reliant, happier, and healthier people, at the same 
time strengthening the principles of freedom, independence, dignity of 
the individual, private initiative and enterprise, and a democratic 
form of government. The joint character of the program and the 
joint ideals that activate it constitute the strongest resistance to the 
Russian trade and economic aid offers now flooding Latin America. 

Our program in Latin America is a strong program. It is sincerely 
appreciated by the governments and by the people. It would be 
extremely difficult to convince the governments of Latin America to 
risk their bilateral programs with the United States in return for 
promises from Russia. 

However, if concrete results consequent to the joint program are 
not convincing or do not produce the economic and social development 
demanded by the people, the situation in this hemisphere might change 
radically. 

As I have said, the technical cooperation program has been and is a 
very successful program for what it is. It is basically a training and a 
demonstration program in which the skills and experience of more 
highly developed countries are made available to the newly developing 
countries of Latin America. 

Since 1942 the program has trained and demonstrated, and demon- 
strated and trained in almost every field of human endeavor. We 
have made some mistakes—I hope never the same one twice—but an 
impressive amount of training and demonstrating has taken place. 
This is what the technical cooperation legislation calls for. I am sure 
that many of you will agree with me from first hand information that 
the United States can be proud of the fact that we have in the field 
a conscientious, dedicated group of people both from the United 
States and the host countries working together to achieve mutual 
objectives. 

The technical cooperation program in Latin America has gradually 
increased over the years and has embraced new fields of economic 
and social development. In the early years it was concentrated in 
the fields of agriculture, health, and education. Today it is operating 
in additional fields such as transportation, marketing, industry, 
administrative and management training, labor, housing, community 
development and economic planning. Over the years it has increased 
from a program that represented expenditures in the nature of $10 or 
$12 million with the United States supplying 90 percent of the funds 
to a program today which calls for the expenditure of slightly less than 
$90 million with the United States supplying $31.3 million in fiscal 
year 1958. (See chart No. 1.) 

(The charts accompanying Mr. Atwood’s statement are as follows:) 
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Mr. Arwoop. From a program which in 1942 was made up almost 
entirely of United States technicians, it is today a program with a 
total of 28,363 employees of which approximately 1,000 are United 
States nationals. (See chart No. 2.) The program for fiscal year 1959 
calls for a United States contribution of $35 million and approximately 
the same number of United States technicians. The other countries 
have already agreed to increase their share in the cost of the total 
program as shown in chart No. 2. 

I should now like to describe briefly how a typical program is de- 
veloped and how it operates. The following applies in those cases 
where a country has indicated that it desires United States coopera- 
tion in helping to solve its economic and social problems. The ICA 
staff in the country concerned must first of all evaluate to a continu- 
ing basis all aspects of the economic and social development of that 
country. Special attention is given to the trends which can be 
recognized in the economic development and the extent to which the 
economic development is balanced or out of balance. This is done 
day by day and week by week and involves daily and weekly staff 
meetings which include ICA personnel, economic and political officers 
of the Embassy and specialized attachés such as Treasury, agriculture, 
minerals, labor, and so forth. It also involves close working relations 
with representatives of international agencies such as the International 
Bank, the International Monetary Fund and the specialized agencies 
of the United Nations. It also includes discussions with local business 
and labor leaders and officials of host government departments and 
agencies. A running account is kept of the strengths and weaknesses 
in the economic balance sheet of the country. Emerging problems, 
both long-term and short-term, are discussed frankly and fully with 
responsible officials of the host governments. As the plan and pro- 
grams of the host government are developed to cope with their 
national problems, the character and scope of the external assistance 
required to solve these problems are fully considered. 

The part which will presumably be played by private enterprise 
and the external financing by private and public banks or institutions 
are all carefully considered. Following this a mutual decision is 
reached as to the most effective type of United States Government 
cooperation required. The national interests and policy objectives 
of both countries must be accommodated before a joint program is 
approved. I think it is perfectly obvious that this type of economic 
and technical coapretion requires a maximum degree of flexibility 
and the ability to make long-term commitments. 

I should now like to turn to chart No. 3 in order to indicate how 
a joint program is implemented. At the extreme left side of the 
chart you will note a pie graph which indicates the size of the joint 
program and the extent to which both countries will participate in 
the financing. In this program, which is with the Government of 
Peru, the United States is contributing $2.7 million while the Govern- 
ment of Peru is contributing $7.8 million, 25.7 and 74.3 percent, 
respectively. 

In the column to the right are shown the areas in which the joint 
program will operate and the breakdown to show joint financing of 
each country. The next column indicates the major projects which 
are to be carried on within each country. Special project agreements 
are signed in connection with each of these operations which indicate 
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the contributions to be made by both governments, the length of 
time that the project is expected to be carried on, and the manner in 
which the activity will be carried on when United States assistance is 
no longer necessary. 

The two charts to the right indicate in considerable detail the 
specific activities which are being carried on or have been completed 
under certain selected projects. 

A few further comments concerning the program in Peru would 
seem to be appropriate, since they deal with that country’s reaction 
to the important segments of that program. 

As explained to this committee, we undertake an annual review 
with host country representatives, at which time a thorough evalua- 
tion of the present program takes place in addition to the formulation 
of plans for the coming year. When the time came to assess the 
value of the servicios, various aspects were discussed at some length, 
and I believe the comments of the various Ministers concerned will 
be of interest to you. 

It was pointed out to the Peruvians that the United States regards 
the servicio as a temporary agency that will be kept in being only for 
the period during which it is needed to function as a vehicle for the 
efficient projection and administration of technical cooperation. The 
Ministries—labor, health, education, and agriculture—were unani- 
mous in stating that the servicios’ functions are considered by them 
as executive technical agencies and that they fulfill a permanent 
need through their activities. They agreed that the servicios would 
be continued as an operating mechanism even though the United 
States were to discontinue its participation. 

All the Ministries were in agreement in stating that continued 
United States participation was highly desirable until such time as 
the Peruvian technical competence reached a level which would make 
a complete takeover possible. That the servicios are, in fact, con- 
tributing to the improvement of technical competence is shown by 
the fact that not only are many of the “graduates” now holding 
responsible positions in the various Ministries but also termination 
dates are already envisaged for some of the servicios, for example, 
labor employment. 

With further reference to the training function of the servicios, all 
Ministries were agreed that they performed a valuable service both 
in ‘‘in-training’”’ and in demonstration. 

To those who might be apprehensive lest the servicios be considered 
as being outside their respective Ministries, it is noteworthy to find 
that all Ministries considered them to be a vital and significant part 
of their organization. 

Finally, all Ministries were emphatic in stating that without the 
servicio concept, the technical cooperation program in Peru would 
not have been advanced as far as it is today. 

I submit, gentlemen, that a host country evaluation of this kind is 
highly significant. 
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The joint programs for each country are described in the presenta- 
tion material entitled ‘‘Mutual security program, fiscal year 1959 
estimates, Latin America.”” The United States interests, program 
objectives, accomplishments, and the fiscal year 1959 program are 
briefly described in each case. I will be glad to augment the material 
supplied if the committee so requests. 

The present situation and the program we feel is essential to achieve 
our mutual security objectives: Latin America as a region has been 
witnessing an extremely rapid economic and social revolution. There 
are, of course, sharp differences in the scope and rate country by 
country. The overriding fact, however, is that “economic develop- 
ment”’ is taking place at a rate far beyond the capacity of a majority 
of the people to understand. As it touches the lives of more and more 
people, as it is bound to do, the reactions are personal and perfectly 
human. They resent the things they don’t understand. 

Economic and industrial development must be accompanied by an 
understanding of the technical components but of even greater impor- 
tance there must be developed an intelligent understanding and 
sympathetic appreciation of the human consequences of economic 
development. People must be able to adjust to the changing environ- 
ment. They must be able to take part in the process that is going on 
around them. They must realize that they can achieve their most 
cherished objectives of a better life without losing freedom, independ- 
ence, or dignity of the individual. They must come to appreciate, 
through results not promises, that personal initiative combined with 
technical skills and hard work will bring better homes, better farms 
and industries, better education, better health for them and for their 
children. ‘They must discover that they can do it themselves if the 
determination and the right tools are available. 

For the people of a country to have a feeling of achievement with 
regard to economic and social development the country must have a 
balanced program. If not, only one group—one segment—or one 
region will benefit often at the expense of another. I need only 
mention that each country is distinct and must be considered such. 

When evaluating or describing the economic and social develop- 
ment of Latin America we have too often grouped the countries 
together and talked in terms of averages. In this program it is 
essential that we deal with 24 separate and distinct countries, and 
with the formation of the West Indies Federation, it will be 25. 

The following table shows accumulative disbursements through 
September 30, 1957, plus unused balances of current loans as of the 
same date, of the Export-Import Bank, the International Bank for 
Reconstruction and Development, Public Law 480 and the special 
regional fund made available under the Smathers amendment to the 
Mutual Security Act of 1957. It shows a concentration of over 80 
percent of the loans in 6 countries. 
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TABLE 1.—Cumulative disbursements from beginning of operations through Sept. 30, 
1957, plus unused balances of current loans as of the same date 


{In millions of dollars] 

















EIB IBRD Subtotal Public |Smathers| Grand total 
| Law 480 fund 
catia ———)|— Nid a aatisincni tne te 
NE et Sicmacicec utes ashes <o4ee 974.5 169.2 | 1,143.7) Per- et Eaewkaceous 1, 292.0) Per- 
DOG. . cds Se das3 ASS 6 cas es 366. 8 141.4 508.2] cent is cnt 0d 521.8] cent 
CE RE Ee oie enh n ob ies ated a | 204.7 | 61.8 256. 5 82.9 31.7 0.9 289. 1 83.5 
MPO... cali e ueeitie 262. 1 ste e 262. 1 et Ae hick cibes 282. 1 F 
CURL, os tnidratnncgteedbaiey fees 144. 1 111.2 255. 3 a E—>—e——E" 277.5 
EL RE sw gin ects anas go arer eepareoni ‘ 131.2 | 40.9 172.1 12.6 2.0 186. 7 
I 535. side ak ask ; 17.2 | 64.0 Banat tC Ra aes ia nda 81.2 
te Na ai neh aniacnmal icin ce acital 78.3 Ce ben ccuntind: ip mcnk tudes 78.3 6.5 
WOOO pei ek i aio cei sccheus | 39.0 13. 5 52. 5 6.3 2.0 60.8 
Ta ia x andi wince sienna 44.6 |. 2 44.6 15.4 onan 50. 0 
eo ihe eteon 37.7 | 2.6 40.3 : ; 40.3 
Se aes oe i j aad 23.0 | 30.7 eed 30.7 
Panams........- maa | 19.4 | 6.8 26, 2 2.0 28.2 
Venezuela- --.. ~aetel 28. 0 men * JRA cedeaeciouchgees 28.0 
ee asta 21.7 3.0 24.7 Bete Side kv seen 2.0 26. 7 8.3 
E] Salvador....--..--- | 1.5 23.7 Ween toeeeoeeas : 25. 2 
Paraguay.........-.-- | 14.0 | 5.0 | 19. 0 23 1.0 22. 2 
Guatemala....------- | 2.6 | 18,2 20.8 ic taiaieteaaacs 20.8 
Honduras... j 3.8 | 4.2 8.0 hss 3.0} 11.0 
Dominican Republic.. one | AB 2-5 DIG es ky Bad west | 3.3 
Miscellaneous.--. -- ; | 53.5 |-- | 53.5 Be Peovnperecsiacdeakeen 53. 5 1.7 
D mented iieesectirenetie .! a — — eee = ED 
OOM aa cae |72,455.7 | 678.5 | 3, 134.2 263. 2 | 12.9 | 3,410.3 
| 











1 No purchases made and probable that this loan agreement will not be implemented. 
2 Includes disbursements made by others at EIB risk. 


The following table shows the book value of United States direct 
investments in Latin America by industry. An analysis shows the 
concentration in petroleum, mining and manufacturing as against such 
fields as water supply, sanitation, health, education, agriculture and 
farm-to-market roads: 


TaBLE 2.—Book value of United States direct investments, by industry 


| 
1940 | 1946 1950 1952 11955 | | 1956 
| 





Millions of dollars 


| 
| 
| ti 
All industries, total_...........- ooeweapeamanat 2, 05 | 3,005 | 4,445 | 5, 443 | 6, 233 7, 008 























INI ce odes sxsw sche fans ama 359 407 | 520 564 606 632 
Men Wey GENUINE 2. i, nin kbc - cecada ceeubube 507 506 623 871 1, 024 1, 090 
TN ate a cer sede delreanedaniniaael | 516 697 | 1,233 1, 383 1, 561 1, 967 
Manufacturing. --............-- ies ae Gaanatee 210 399 | 780 | 1,166} 1,372 1, 515 
PNR ok 65 56 oak Se dah aadegaea’ | 960| 880 927 954 | 1,008 1, 052 
Trade_- ST le a a a SN eee 81 | 72 243 344 442 495 
Miscellaneous..__- Ses aUh od dlae sedate cid taties 73 | 45 115 161 220 257 
L rccacttbeheduecl scat 
Percentages of total 
| ] 
ii eh nicki mist cawinneitn solacesiniveniiodatenlvede | 13.3 13. 5 | 11.7 10. 4 | 9.7 | 9.0 
Mining and smelting --..-._-._-- : aiecteseseesecess| RTT ET eee ae eee 15.5 
SN Nici cthiindedind cnn eahieanaieacedisonbauay | 19.0) 23.2) 27.8) 25.4 25.1) 28.1 
RN msl a Laeel Ta 13. 3 | 17.6; 21.4 22.0 | 21.6 
a EEE OEY EO oe | 35.4] 293) 209) 17.4] 162] 15.0 
a a wi imine omnis = ainunn pas awa | 3.0 2.4 | 5.3 | 6.3 7.1 ted 
I stan tir Sav owonkv ac iedensuintedincxwamee 2.6 1.5 2.6 | 3.0 3.5 3.7 
| | | 


1 Preliminary. 


Source: United States Investments in the Latin American Economy, U. 8. Department of Commerce, 
p. 111. 
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The growing pains associated with rapid industrialization have 
served to intensify the zeal of most Latin American governments to 
expand their own activities to satisfy the extremely vocal popular 
demand. The cries of the people have been for more housing, more 
schools, potable water supply and more roads. 

All too often, however, local budgets have been augmented to build 
monuments, to keep up ‘with the Joneses in terms of tanks and jet 
planes, and to provide liberal financing for facilities which would 
better have been left to private enterprise. Thus, there has been 
and will continue to be for some years a serious shortage of capital 
funds available on a long- and medium-term basis to finance those 
aspects of the economic and social development which have been 
seriously neglected. These aspects include (1) the local construction 
cost component of development projects; (2) the local construction 
costs of farm-to-market or feeder roads; (3) municipal water supply 
and sanitary installation; (4) the scientific and technical training in 
schools and colleges; and (5) the constructing and equipping of 
hospitals and health centers. Advancement in these fields is essential 
if balanced economic and social development is to take place. Failure 
to make the necessary advance will not only postpone the develop- 
ment of a climate favorable to sound private investment but will also 
help to create a feeling of frustration among large segments of the 
population whose hopes and aspirations are not bei ing fulfilled by the 
spectacular industrialization in the form of steel mills, oil wells, 
mines and factories. 

Technical cooperation which helps to bring about balance in the 
economic development of a country will be of increasing importance 
as the industrialization of Latin America surges forward. An in- 
creasing portion of the transfer of strictly technical skills especially 
in the fields of industry and mining is being supplied by private enter- 
prise. 

Training in public administration, management and the accom- 
panying experience in labor management relations is being given 
increasing attention in the bilateral program. We are also working 
directly with private industry in this most important field and an 
increasing portion of this aspect of technical cooperation is being as- 
sumed by industry itself. Continued training and demonstration 
will be necessary for some time in the fields of health and sanitation, 
education, agriculture, transportation and marketing. 

We are giving increased attention to the increase of the training 
capabilities within each of the host countries. We are also making 
increased use of trained local personnel throughout the entire program. 

On the basis of our experience, inc luding the use of the Smathers 
amendment funds appropriated last year, I think we should consider 
as a supplement to technical cooperation, long-term loans to finance 
development in the neglected fields of economic and social develop- 
ment. The effective results of the total program could be multiplied 
manyfold. 

I think it is safe to assume that over the next 10 years private 
investment will continue to increase and that increased funds will be 
available for the type of economic development financed by the 
Export-Import Bank, the International Bank for Reconstruction and 
Development, and the International Finance Corporation. 
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These normal and historic means of assisting the economic and social 
development of the countries of Latin America must be augmented by 
new means. The Congress provided for this when the Development 
Loan Fund was set up. It is designed for projects where either the 
political or economic risks are too great for private enterprise (domestic 
or foreign) to assume, or where funds are not available from existing 
public lending institutions. Its use can be of paramount importance 
in helping the countries to achieve balanced economic and social 
development. 

I want to emphasize strongly that a far better balance than exists 
today must be achieved if a breakdown is to be prevented which could 
put victory within the Communist grasp. 


SPECIAL ASSISTANCE 


Assistant Secretary Rubottom has described the policy governing 
the use of special assistance funds in Latin America and the reasons 
for the requests for fiscal year 1959. He also described conditions in 
Latin America which forecast a critical period ahead. I am sure that 
both we and the responsible leaders in Latin America realize that 
the solution of the basic problems is not grant aid. Situations, how- 
ever, have arisen when assistance is required and is not available er 
should not be met from military assistance, defense support, or other 
categories. These are met from special assistance funds. We are 
requesting $23 million to provide such assistance in Latin America 
during fiscal year 1959. It will be used primarily in Bolivia and 
Haiti, and to provide civilian type engineering equipment to existing 
military units of several Latin American countries. 


Bolivia 


During the last year the Bolivian Government has exhibited deter- 
mination to go through with its basic economic reforms in spite of 
periodic attacks from the oppositions both inside and outside the 
country. Apparently it is also determined to carry out the reform 
program within the concepts of a free economy and without the use 
of force. To a really remarkable degree they have succeeded. They 
entered the second year of stabilization with a relatively stable cur- 
rency, a reduced budget, prices below a year ago, & marked increase 
in food production, and beginning of a sizable investment by private 
enterprise in the field of petroleum production that may eventually 
offset the decline in income from tin production caused by both 
external and internal problems. A well-planned attempt to solve 
the unemployment problems consequent to closing submarginal mines 
is being projected through road improvement and maintenance and 
agricultural resettlement. Credits are being made available for 
privately owned mines to increase production. World surplus condi- 
tions, however, may blast their hopes. Therefore, the degree to 
which new foreign private investment, mainly in petroleum, can 
produce returns quickly enough to counteract the prospective decline 
in income from tin and other metals will bear heavily on Bolivia’s 
immediate outlook. 

The program which is now in operation will have to be continued 
with certain changes during fiscal year 1959. 
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Haiti 


The program of special assistance in Haiti, as well as the technical 
cooperation program, has been at a reduced operating level during 
the last year due to administrative disruptions in the Haitian Gov- 
ernment and its inability to meet fully its financial obligations to the 
program. Certain selected projects, started several years ago, were 
completed or carried to a stage where stoppage would not be too 
serious. No opportunity has existed for the development of an effec- 
tive joint program during the past year. 

The Haitian Government has not made a determination of the scope 
or character of its own economic and social program nor the aspects 
of the program where United States cooperation 1s desired. 

It is considered to be in the United States interest to develop an 
effective program with Haiti both in the field of technical cooperation 
and special assistance just as soon as possible. A longer term pro- 
gram will also have to be considered at an appropriate time. 


Guatemala 


The fiscal year 1958 program in Guatemala must await a deter- 
mination on the part of the new government as to what program or 
rograms it intends to see carried out. Support for the program must 
be forthcoming and any revisions will have to be mutually determined 
upon. It is our opinion that the fiscal year 1958 funds still unobligated 
and funds from the previous year whose expenditure has been delayed 
should be sufficient to cover the need for United States contributions 
during fiscal year 1959. 

Mr. Chairman, I would like to call attention to the annexes, which 
have been prepared more in the light of the questions that have been 
asked in the past and the studies that Congress has made in Latin 
America during the last year. 


In my statement there are two things which I attempted to present 
to the committee. 

One is what we have accomplished and how the program is actually 
operated, going into it in considerable detail; and second, a general 
statement regarding the situation and our program and what we feel 
is essential in order to achieve our objectives in Latin America during 
the next year or two. 

Now, in assessing the accomplishments of this technical cooperation 
program, which, as you know, has been in existence since 1942, I 
think the most important thing is the way in which the program has 
actually developed into a joint program. 

The request this year of $35 million for technical cooperation is the 
same as we asked for last year. We are operating at slightly below 
that level during this year and therefore it will represent an increase 
which we feel is justified and one that we can effectively carry out. 

This program is based, as in the past, on the programs and projecis 
that have been drawn up in the field, carefully screened by the country 
teams in the field and by the various agencies in Washington. 

Now, the program itself was not started with any idea of thwarting 
any Russian offensive and we are not trying to match any Russian 
offers at the present time. 

The program was started as a joint effort of free peoples to help 
each other achieve the objectives of stronger and more self-reliant, 
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happier, and healthier people, at the same time strengthening the 
principles of freedom, independence, dignity of the individual, private 
initiative and enterprise, and a democratic form of government. 

The joint character of the program and the joint ideals that activate 
it in my mind constitute the strongest resistance to the Russian trade 
and economic offers that are now flooding the Latin American area’ 

Over the years this program has gradually increased from a program 
that was almost entirely financed by the United States. In the be- 
ginning it was a program of 10 or 12 million dollars in which the 
United States supplied 90 percent or more of the funds, until today 
it is a program of approximately $90 million, where the United States 
is supplying, as of fiscal 1958, $31.3 million. 

I have shown that on the chart No. 1, which shows for fiscal year 
1959 that the other governments have already agreed with us that 
they will put up $44.5 million in cash and $16.1 mi flhion i in kind. The 
kind I have included in this graph represents gasoline, it represents 
office space—in other words, it represents items which we would have 
to pay cash for were they not supplied. 

Our program is the $35 million which we are requesting of the 
Congress. When I say the other governments have agreed to this, 
I mean that we have negotiated with them, that they have agreed 
that,if this total program can be carried out during the next year, “they 
are in a position and have gone to their congresses in order to obtain 
that amount of money. 

The other thing I would like to point out very briefly is chart two, 
which also shows the joint character of this program. 

When we started out in 1942, practically all of the technicians that 
went to Latin America in order to help carry out the program were 
from the United States and today you will note that there are 28,363 
employees who are actually carrying out the technical cooperation 
program. 

Of that number, 999 are United States nationals, 876 are locals 
who are paid for by the United States, and the rest are either paid for 
directly by the host governments or paid out of joint funds, which, 
as you know, are the funds put into the servicios, or joint bureaus, 
which carry on the demonstrational and training programs in Latin 
America. 

We have reviewed these programs with each country and I have 
in my statement included the views of the ministers in Peru regarding 
a continuation of the program. 

I would now like to turn to the situation as we see it and the pro- 
gram we feel is essential to be carried out. 

As Mr. Rubottom said, Latin America is a region that is witnessing 
an extremely rapid economic and social revolution. There are, of 
course, sharp differences in the scope and rate, country by country. 
The overriding fact, however, is that economic development is taking 
place at a rate far beyond the capacity of a majority of the people 
to understand. 

As it touches the lives of more and more people, as it is bound to, 
the reactions are permanent and perfectly human. They resent the 
things that they do not understand. The economic and industrial 
development must be accompanied by an understanding of the tech- 
nical components, but of even greater importance there must be de- 
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veloped an intelligent understanding and appreciation of the human 
consequences of economic development. 

The people must be able to adjust to this changing environment. 
They must be able to take part in this process of economic develop- 
ment that is going on. They must realize that they can achieve their 
objectives for a better life without losing freedom, independence, and 
the dignity of the individual. They must appreciate the results, not 
promises, that personal initiative combined with technical skills and 
hard work will bring better homes, will bring better farms and better 
industries, better education, better health and so on, for themselves 
and for their children. They have to discover that they can do it 
themselves, if the determination and the right tools are available. 

For the people of a country to have a feeling of achievement with 
regard to economic and social development, the country must have 
a balanced program. 

If not, only one group or one segment or one region in the country 
will develop at the expense of another. 

I need only mention that each country, as you members of this 
committee well know, each country in Latin America is very distinct 
and must be considered as such. 

When evaluating or describing economic and social development, 
we have too often grouped the countries together and talked in terms 
of averages. 

In this program it is essential that we deal with 24 separate and 
distinct countries, and with the development of the new West Indies 
Federation it will be 25 distinct countries. 

I have included a table which shows the accumulative disburse- 
ments from the beginning of operations through September 30, 1957, 
plus the unused balances of current loans from the Export-Import 
Bank, from the International Bank, loans which have been made to 
these countries under Public Law 480, and also the loans that were 
made under the amendment to the Mutual Security Act, the so-called 
Smathers fund. 

You will notice there, without going into detail, that over 80 percent 
is in about 6 countries. 

The next table shows the book value of the United States direct. 
investments by industry. You will note in looking at that, that there 
is a concentration in mining, smelting, petroleum, and in manufactur- 
ing, some in public utilities. 

Now, the public utilities is primarily power production. Not in the 
distribution of power. 

The growing pains in Latin America which have been associated 
with this industrialization have intensified the desire of these coun- 
tires to expand their own activities and to satisfy the demands of the 
people. The people have been asking for more housing, for more 
schools, for more potable water supply, and more roads, feeder high- 
ways. 

All too often in trying to achieve these ends, the local budgets have 
been augmented, but they have been augmented to build monuments 
to keep up with the Joneses in terms of tanks and jet planes or to 
provide liberal financing for facilities that better could be left to 
private enterprise. 

Thus, there has been and will continue to be for some years a 
serious shortage of capital funds available for long and medium-term 
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bases to finance those aspects of the economic and social development 
which have been paiduale neglected. 

These aspects include (1) the local construction cost component 
of these larger developments projects; (2) the local construction 
eosts of farm-to-market, or feeder highways; (3) the municipal 
water supply and sanitary installations; (4) the scientific and tech- 
nical training in the schools and colleges; (5) the constructing and 
equipping of hospitals and health centers. 

Advancement in these fields is essential if a balanced economic 
and social development is to take place, and failure to make this 
advance will not only postpone the development of a climate favorable 
to sound private investment, but it will also help to create a feeling 
of frustration among large segments of the population whose hopes 
and aspirations are not being fulfilled by the more spectacular indus- 
trialization in the form of steel mills, oil wells, mines, factories and 
so forth. 

The technical cooperation program, in its way, it is a relatively 
small program and it is limited to demonstration and training, but 
in its way it is helping to bring about a balanced view of economic 
developments. 

In this technical assistance program we want to recognize that the 
strictly technical skills in the fields of industry and mining are being 
and will be provided by private enterprise. 

Training in public administration, management, the accompanying 
experiments in labor management relations is being given increasing 
attention by us. 

We are also working directly with private industry in this most 
important field and industry is assuming a larger portion of that 
program. 

Continued training and demonstration will be necessary for some 
time in the fields of health, sanitation, education and agriculture, 
transportation and marketing. We are giving increased attention to 
the training capabilities within each country and we are also using 
trained local personnel to a much larger extent. 

I might add here that we are not asking in this program, although 
the figure will be larger than what we are operating at this year, 
we are not asking for an increase in United States personnel to send 
out to the field, within present staffing patterns. 

On the basis of experience, including the use of the Smathers amend- 
ment fund last year, I think we should consider as a supplement to 
technical cooperation, long-term loans to finance development in the 
neglected fields of economic and social development. 

The effective results of the total program could be multiplied many- 
fold. I think it is safe to assume that over the next 10 years private 
investment will continue to increase and increased funds will be 
available for the type of economic development financed by the Export- 
Import Bank, the International Bank, the International Finance 
Corporation and so on. 

These historic means of assisting the economic and social develop- 
ment of the countries of Latin America must be augmented by new 
means. The Congress provided for this when the Development Loan 
Fund was set up. It was designed for projects where either the 
political or economic risks are too great for private enterprise, domestic 
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or foreign, to assume, or where the funds are not available from 
existing public lending institutions. 


Its use can be of paramount importance in developing the countries, 
to achieve a balanced economic and social development. 

I want to emphasize strongly that a far better balance than exists’ 
today must be achieved if a breakdown is to be prevented which 
could put victory in the hands of the Communist group. 

My statement then goes on with the specific special assistance 
programs in Bolivia and Haiti. 

Mr. Chairman, I would like to submit certain annexes which sum- 
marize selected accomplishments of the program and an annex which 
goes into detail regarding the training that is taking place in this 


program in Latin America—the training of the peoples of the other 
countries. 


I call attention to this annex which lists 348 Peruvians who have 
received training in the United States from 1952 to 1957, and this 
shows the number of positions—the positions held before they had 
the training and the positions held after they had the training. 

(The annexes referred to are as follows:) 


ANNEX I 


SUMMARY OF ACCOMPLISHMENTS FOR SELECTED TECHNICAL COOPERATION 
PROJECTS 
Chile 


In 1952, an agreement was signed between the United States and Chilean 
Governments to begin a joint industry program in Chile. At about the same 
time a number of Chilean businessmen were becoming interested in the functions 
of management societies as a means of improving management methods and 
increasing productivity. They requested support and assistance from the newly 
formed industry service. In 1953, a Chilean management society, ICARE, was 
formed as a result of the collaboration between these Chilean businessmen and the 
servicio. The new management society immediately affiliated with the Inter- 
national Association of National Movements for Scientific Management. In 
1954, USOM obtained the services of a technical consultant from the Methods 
Engineering Council of Pittsburgh to help ICARE organize itself on a sound basis: 

ICARE has grown into a vigorous and significant organization in Chile, counting 
in its membership executives from the majority of industries in the country. In 
1956 ICARE sponsored Chile’s first advanced management training course 
Forty-four leading Chilean businessmen attended the course and unanimously 
recommended another course for 1957. In November 1956, ICARE was host to 
the conference of the Pan American division of the International Management 
Association. Some 400 Chilean delegates and 150 delegates from 8 other coun- 
tries in the hemisphere attended. The theme of the conference was “‘Manage- 
ment in Growth Countries.” 

ICARE’s increasing vitality and effectiveness are demonstrated by. two recent 
developments. Management practices are becoming the concern of the Chilean 
university system through ICARE’s sponsorship. A series of ‘Seminars on the 
Universities and Business” are being organized for May 1958. A national maga- 
zine commenting on the significance of the universities’ acceptance of such a role 
calls the seminars “‘an exciting new concept which may shake the Chilean univer- 
sity system to its roots.” ICARE has also been instrumental in helping establish 
a counterpart management association in agriculture which is being adapted from 
United States models. This new private Farm Management Association is col- 
laborating with the Ministry of Agriculture for the development of an intensive 
farm management training program. 

Cooperation between USOM and ICARE has been close and continuous since 
ICARE’s inception. UUSOM’s industry program has provided support and in- 
spiration for the organization’s birth and continued growth. However, it remains 
primarily a Chilean organization dedicated to solving Chilean management prob- 
lems. It has never depended solely on USOM for its support, but USOM’s as- 
sistance has materially contributed to its effectiveness. On the other hand, the 
private initiative e xpressed in the formation and growth of ICARE is accomplish- 
ing some of the same objectives with which the United States identifies itself. 
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Peru 


In 1954 the joint United States Peruvian Agriculture Service started a special 
area development project in the Mantaro Valley in the Andes of central Peru to 
accelerate agricultural development. One of the various activities undertaken 
was a small program in supervised agricultural credit. The Government of Peru 
has had no experience with crop loans to low-income farmers in the past, and was 
skeptical of the wisdom of making loans with only a future crop as collateral. 
The Agricultural Development Bank watched the experiment with interest, but 
lack of enthusiasm. The first year’s loans, less than 100, were fully repaid, the 
recipients profited from the advice and guidance that came with the servicing of 
the loans. In the second and third years, the program was extended gradually 
with continuing success. 

In 1956, the small corps of locally trained supervised credit technicians was 
called upon to help the Government of Peru on an emergency basis in the drought 
area of southern Peru with a greatly expanded credit progam aimed at bringing 
immediate relief to the farmers in the area and stopping a mass migration into 
urban centers. Over 1,000 loans were made in a period of 3 or 4 months. In 1957 
over 7,000 loans were made in the drought area with the participation of the Agri- 
cultural Development Bank. 

The Mantaro Valley program continues to grow. The manager of the Agri- 
cultural Development Bank is now one of the most enthusiastic proponents of 
agricultural credit in Peru. He has initiated a supervised credit program by the 
bank and he intends to expand its operations in this field. 

This is an example of how a portion of one of ICA’s activities has changed the 
attitude of a national institution and sparked a program which can make a sig- 
nificant contribution to the development of the country. 


Panama 


In November 1953, the cooperative agricultural program in Panama initiated 
a project aimed at creating a national source of chicks and fertile eggs, and demon- 
strating modern methods of poultry care. 

This project was so well suited to the needs of the country, and the demon- 
stration of poultry care was so successful that it inspired organized private enter- 
prise to begin to raise poultry on a production basis, in effect establishing a new 
enterprise in the country. Private individuals and private companies have 
increased the number of chickens in Panama by 15 percent since 1953. Consump- 
tion has also increased proportionately. The effects of this project did not end 
with the increased numbers of chickens or the resulting better nutrition of the pop- 
ulation. The commercial raising of chickens created a new and steady market for 
corn. Corn prices had historically fluctuated widely during the year. With this 
new demand for corn, Panama obtained a loan from IBRD to construct grain stor- 
age facilities which served to stabilize the price of corn. Thus, grain storage for 
commercial purposes was introduced into the economy, benefiting the corn pro- 
ducers and the poultry raisers and providing a basis which will stimulate further 
expansion and growth in both activities and in other related fields. 

The ICA sponsored demonstration project was ended in December 1957. It is 
expected that the stimulus which this project provided for private initiative will 
continue to snowball for years to come. 

Bolivia 

In Bolivia two distinct activities sponsored by ICA have united to create the 
conditions necessary for private initiative to become active. A cooperative 
machinery pool organized in the fertile Cochabamba Valley had successfully 
demonstrated the advantages of the use of agricultural machinery. The stabil- 
ization program which has curbed runaway inflation in the country has reestab- 
lished a climate in which business enterprise can develop. In July 1957, as a 
result of these two activities, a commercial machinery operation was begun by 
arranging a lease-purchase contract of farm machinery with a former Bolivian 
employee. The successful organization of this venture and the increased demand 
for this type of service led to the establishment of two additional privately operated 
machinery services in December 1957. The success of the establishment of these 
enterprises is especially significant as no other sizable machinery operations on a 
custom-hire basis have been in existence in the Cochabamba Valley. It is 
reasonable to assume that the ICA program in Bolivia not only provided a 
demonstration of techniques which could be learned and repeated, but actually 
was largely instrumental in providing the climate necessary for private individuals 
to successfully employ these techniques on their own. 
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Ecuador 


In 1955, Ecuador was facing the problem of saving its No. 1 export crop, 
bananas, from being greatly reduced by a fungus infection which had already 
caused great damage in Central America. 

The cooperative United States-Ecuadoran agricultural service discussed with 
the Ecuadoran Government the desirability of carrying out experimentation in 
methods of control which would be economical enough to be employed by the 
thousands of small producers in the country. The larger banana companies 
were skeptical of the practicability of such experimentation preferring to rely 
on the traditional, very costly control methods developed in Central America. 
Nevertheless, there was enough interest among the smaller producers and in 
the Government that a project was started for experimentation on economical 
control methods. An association of banana growers was formed and a small 
tax was placed on each stem of bananas exported to finance the experimentation. 

One of the methods tried was the spraying of oil and oil-fungicide mixtures by 
helicopter. After a year of experimentation, the banana growers’ association 
was sufficiently convinced of the efficacy of the method to sign its own contract 
with the American helicopter company which had carried out the experiments. 
This began a chain of events which still has not stopped. One of the largest 
of the American banana companies, after carefully checking alternative methods, 
decided to sign a contract with the helicopter company for spraying. This con- 
tract provided for spraying all plantations, large and small, from which the 
company bought bananas. The company agreed to pay 50 percent of the cost 
and the growers the other 50 percent. Since then it has been announced that a 
German group has contracted for the use of 4 helicopters for spraying, a Swedish 
company has purchased its own, a Chilean company has contracted for 1 heli- 
copter, and a group of Ecuadoran growers are entering into a contract for 3 heli- 
copters. It has also been learned that, based on the success of the experiment 
started by the Cooperative Agricultural Service in Ecuador, another large Ameri- 
can fruit company has initiated similar experiments with a helicopter in Central 
America. 

This single project of one of our servicios in one country has not only provided a 
stimulus for private individuals and companies within that country, but has 
started a trend which may revolutionize banana disease control practices through- 
out the banana growing region of Latin America. 


ANNEX II 


A. SELECTED Reports ON PERUVIAN NATIONALS WuHo RECEIVED TRAINING IN 
THE UNITED STATES 
Jorge Guerinoni 


Lawyer. Received training in the United States in the field of international 
trade. Dr. Guerinoni is a career officer of the Ministry of Finance. At present, 
he holds the important position of National Director of Commerce and in addi- 
tion, he is the Peruvian Government Coordinator of Technical Cooperation. In 
both positions, Dr. Guerinoni is doing a remarkable job and making a very definite 
contribution to the country’s development. 


Emilio Foley 


Lawyer. One year’s training in the United States in the field of finances and 
commerce. Dr. Foley is an outstanding economist and has occupied top positions 
in Peru. Not long ago he was Comptroller General of the Republic and presently 
holds the key position of general manager of the Agricultural Bank of Peru 
(Banco de Fomento Agropecuario). 


Enrique Labarthe 


Received training in the United States in the years 1945 and 1951. Has been 
associated with SCIPA since its inception. For several years held the position 
of head of SCIPA’s extension service. Traveled to Europe in 1952 under con- 
tract with FAO and more recently spent 1 year in Bolivia (1956) as chief of FAO 
mission. 

Mr. Labarthe was appointed Minister of Agriculture last September. 

A prominent leader in the field of agriculture, Mr. Labarthe is occupying one 
of the most difficult and challenging public positions in the country since 65 
percent of the population of Peru are dependent upon agriculture for their liveli- 
hood. 
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Luis Mantilla 


Sanitary engineer. Short-term observation visit to the United States in 1956. 

Mr. Mantilla is dean of the School of Sanitary Engineering of the National 
University of Engineering. 

Under the terms of the contract entered into with the North Carolina Uni- 
versity School of Sanitary Engineering, the local school has undergone a com- 
plete reorganization, the success of which is in no small part due to the ability 
and enthusiasm of Dean Mantilla. 


Jorge Succar 

Chemical engineer. Short-term training in the United States in the field of 
industrial engineering. 

Since his return from training, Mr. Sucear, who is highly regarded for his 
professional competence, has become dean of the faculty of ee of the 


University of Engineering and further occupies the position of Assistant National 
Director of Industries in the Ministry of Development and Public Works. 


Gloria Abate 


Social worker. Conducted postgraduate studies in the United States in the 
field of social welfare. Supplementing this training, Miss Abate has traveled in 
Puerto Rico, Colombia and Brazil to observe social welfare activities in these 
countries. 

For a year now she has been director of the National School of Social Welfare 
of Peru and in this important position she is making a valuable contribution to 
the country. 


Albert Hurtado 


Physician. Short-term observation visit to the United States in the year 
1956. Dr. Hurtado is an outstanding professional and has for some time now 
been dean of the School of Medicine of San Marcos University. 


Julio Munoz Pugliesevich 

Physician. Received training in public health administration in the United 
States in the year 1948. 

Has been associated with public health activities in the country for a number 


of years. 
At present holds the important position of National Director of Public Health. 
Pedro Patron Faura 


Lawyer. Received training in the United States in 1952 in civil service 
administration. 

Dr. Patron Faura has for several years now been Director of the Peruvian 
Civil Service which is the agency responsible for regulating and controlling 
personnel matters pertaining to the thousands of active and retired public em- 
ployees of the country. Recently elected president of the Association of ICA 
Returned Participants. (ABACI). 


Antonio Pinilla 


Lawyer. Received 14 months training in the United States in the field of 
educational psychology. Prior to his training, he occupied the position of As- 
sistant Director to SECPANE. At present, Dr. Pinilla is dean of the Faculty 
of Human Relations of the Catholic University of Peru. 

This faculty is the first of its type in Peru and was created recently by Dr. 
Pinilla himself. It has aroused considerable interest and counts among its stu- 
dents a considerable number of professional people. 

Benjamin Quijandria 

Agronomist. Spent a few months in the United States in 1951 observing 
agricultural administration methods and procedures. A career employee of the 
Ministry of Agriculture he has been Secretary General of SCIPA since 1950. 
Mr. Quijandria has recently been appointed Director of PCEA (agricultural 
research program) which functions under the technical direction of North Carolina 
Agricultural Research Mission, 

Mr. Quijandria has had a lot to do with policymaking, and coordination of 
SCIPA and Ministry activities in past years. He is a well-known agricultural 
executive. 
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Juan Fernandez Stoll 


Agronomist. Received training in the United States in 1953. He is a member 
of the board of directors of the Agricultural Bank of Peru (Banco de Fomento 
Agropecuario del Peru) and manager of the Frigorifico Santa Rosa. 

Recognized as one of the leaders in the field of agriculture, Mr. Fernandez Stoll 
is frequently called upon to integrate special consultative and/or advisory com- 
mittees designed to assist the Government in the solution of agricultural problems. 


Jacobo Zender 


Agronomist. Had a period of observation in the United States in 1951. 
One of the most important and respected agricultural leaders of Peru, Mr. 


Zender occupies the position of Secretary General of Agriculture, ranking second 
to the Minister. 


Miguel Aspillaga 

Agronomist. Short-term training in the United States in the field of agricul- 
tural development (1955). 

A career employee of the Ministry of Agriculture, Mr. Aspillaga is presently 
National Director of Agriculture. e is the third man in the Ministry of Agri- 


culture and integrates several national committees concerned with the making 
of agricultural policy. 


Ernesto Noriega Calmet 


Agronomist. Received training in the United States in 1953. 

A career employee of the Ministry of Agriculture, he holds the position of 
Director of Colonization and Forestry and is responsible for the countrywide 
program conducted by the Ministry in this field. 


Luis A. Lopez 


Teacher. He has studied in the United States for a period of about 16 months. 
When he traveled in 1952 he was employed by SECPANE as normal training 
specialist. 

About a year and a half ago, Mr. Lopez became National Director of Rural 
Education and Alphabetization in the Ministry of Education. His appointment 
to this ay og wag! meee is particularly encouraging because most of the impor- 
tant jobs in the Ministry have for years been held by people who undoubtedly 
capable, have not had the advantage of advanced training abroad. 


Alberto Insua 


In the year 1952 traveled to the United States for special training in employ- 
ment service work, over a period of several months. He was at that time head 
of the small department in the Ministry of Labor in charge of employment service 
activities. 

When the cooperative employment service program was established in Peru in 
1954, Mr. Insua was appointed director and he acts as the Peruvian counterpart 
of the United States director, a member of the mission. 


Roberto Valverde 


Petroleum engineer. Traveled to the United States in 1953 for a brief period 
of training in petroleum engineering. At that time, he was dean of the faculty 
of petroleum of the National School of Engineering. 

Since then, vital changes have taken place. The School of Engineering has 
become the National University of Engineering and Mr. Valverde is president 
thereof. 

The university has acquired considerable importance lately and ICA has co- 
operated in the reorganization of the School of Sanitary Engineering and the 
establishment of a modern school of textile engineering. 


Felix Esteban Faura 

Short-term training in the United States in the rear 1953, in the field of public 
administration. 

Mr. Faura is National Director of Administration of the Ministry of Finance. 
Santiago Salinas 


Lawyer; traveled to the United States in 1954 for 3 months’ training in statistics. 

Mr. Salinas is National Director of Statistics in the Ministry of Finance. He 
is regarded as extremely competent in his field. 

(Annex II, list of 348 Peruvians who received training in the United States 
during the period from 1952 to 1957, showing positions held before and after 
receiving training, follows:) 
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Acting Chairman Morean. Mr. Secretary, under the special 
assistance program, I see we have [security deletion] $4 million listed 
as regular and undistributed. What is the $4 million for? 

Mr. Rusorrom. Mr. Atwood. 

Mr. Atrwoop. [Security deletion.] For regional projects including 
engineering construction units whereby the other countries have 
requested us to help them with civilian-type equipment—when they 
are changing over from a military unit to an engineering-type of unit. 

(Security deletion.) 

Acting Chairman Morean. Does that include all the countries? 

Mr. Atwoop. Yes, sir; that is for all the countries. 

Acting Chairman Moraan. Are conditions in Bolivia pretty stable 
at the present time? 

Mr. ameter: I would say conditions in Bolivia have stabilized 
remarkably in the last 6 years. President Siles was inaugurated 
about a year and a half ago. A few months after his inauguration 
Bolivia embarked upon a stabilization program in which we are actively 
participating. 

This radically changed their whole economic situation. There 
have been certain stresses and strains which have ensued in their 
economy, as well as in their political life, as a result of this stabilization 
program. 

On the whole, there have been, I would say, almost miracles 
accomplished and that presently the situation there is relatively 
quiet. 

Acting Chairman Moraan. Now, this [security deletion] program ed 
under special assistance, how is that going to be spent? Is it going 
in to help the internal economy of the country generally or is it going 
into a special project? 

Mr. Arwoop. During the last 2 or 3 years there has been a shift 
from a program which was purely emergency in order to prevent 
starvation in Bolivia. This year, fiscal 1958, the program is split 
between taking care of that emergency food situation partially, but 
also in giving credit and using other means to try actually to increase 
the productive capacity of Bolivia, which could not have been done 
until this year, until after the stabilization program had been in 
effect. 

The program for fiscal year 1959 will concentrate on the productive 
elements in the Bolivian program. It will be in the form of long-term 
credit, in the field of agriculture; it will be in the field of long-term 
credit in the field of selected industries, supervised credit, and also 
help to the private mines to try to increase production there, and 
for going ahead with the road program and transportation problems. 
That is it primarily for 1959. The program is in the book in more 
detail, Mr. Chairman. 

Acting Chairman Morean. Thank you, sir. 

Mr. Jackson, will you take the chair while I go down and answer 
the roll? 

Mr. Jackson (presiding). I appreciated your statement very 
much, Mr. Secretary, and also yours, gentlemen. 

I think that there is a growing realization in the Congress generally 
as to the importance of Latin America. I have seen it grow during 
the course of my 12 years in the House. To be realistic about the 
situation as it will confront the committee, when the bill goes to the 
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floor, we are going to have to meet two primary issues, and those, as 
I see them, are the questions which are involved with our programs 
in the Dominican Republic and in Cuba. 

You will recall last year that an amendment was offered on the 
floor to strike so-called dictatorships from the bill. 

To put this entire matter of our present policy in Latin America 
in proper context, Mr. Secretary, when did our present policy in 
Latin America originate? 

Mr. Rusorrom. That policy has been in effect for quite a long 
period of time. I would say that the policy of nonintervention in 
the affairs of Latin America, which is closely tied to and related to 
the question which you just asked, ensued from the Montevideo and 
Buenos Aires meetings of the American states in 1933 and 1934, 
respectively, and from that time forward we have scrupulously 
avoided intervening in the internal affairs of a country and have 
left it up to the people themselves within a given country to determine 
their political formation. 

Mr. Jackson (presiding). Then we can, first of all, exclude any 
partisan consideration from this matter. The policy was developed 
under one administration, carried forward through subsequent 
administrations, substantially without change, and as it exists today? 

Mr. Rusorrom. Yes, sir; that is an accurate statement, I think. 

Mr. Jackson (presiding). Perhaps I should address this to you 
Colonel: 

What is the immediate purpose of our military assistance program 
in the Dominican Republic? 

(Security deletion.) 

Colonel Hanrorp. These major end items [security deletion] were 
put into the force objectives by the Dominican Republic themselves. 
They purchased and included them in the present force objectives. 

We have furnished approximately [security deletion] since 1953, I 
believe, since the inception of the program with the Dominican 
Republic, for the purpose of training, and for improving the anti- 
submarine warfare capability of these destroyers which they have, by 
the provision of electronics and ordnance material. 

Mr. Jackson (presiding). Does the Dominican Republic, without 
our military assistance, have the internal capacity to carry out the 
mission assigned? 

Colonel Hanrorp. I would say so, sir. 

Mr. Jackson (presiding). You think they have it whether or not 
we embark upon a program of military assistance? 

Colonel Hanrorp. Yes, sir; they are financially able to do so. 

Mr. Jackson (presiding). I assume our military aid mission in Cuba 
is conducted on substantially the same basis. 

Colonel Hanrorp. Just about the same; the present bilateral 
agreement was established with not the present government but its 
predecessor, under President Prio Sacarras, and it has about the same 
missions. The program there is small. I say smaller as to force 
objectives, but probably larger in moneys. Where the aircraft 
number perhaps in the neighborhood of [security deletion] we have 
furnished half the aircraft and Cuba the other half. We have an 
{security deletion] in that particular area for which we have furnished 
the usual table of organization equipment. 
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Mr. Jackson (presiding). What practical control, if any, do we ex- 
ercise over the military supplies which we furnish? 

Colonel Hanrorp. In the bilateral agreement, there is a specific 
statement that this equipment will not be used for any purpose other 
than missions that are important to the security of the hemisphere. 

Mr. Jackson (presiding). Have there been any—— 

Colonel Hanrorp. We try to control that. Over the past 6 years 
there has been attempted use of it, and there have been representa- 
tions to government concerned and the use has desisted. 

Mr. Jackson (presiding). When we have called upon the Cuban 
Government not to make certain utilization of our materiel and 
equipment, has the request been acceded to by the Cuban Govern- 
ment? 

Colongl Hanrorp. It has been recognized by the Cuban Govern- 
ment; yes, sir. 

Mr. JACKSON (presiding). It may have been recognized, but has it 
been acceded to? 

Colonel Hanrorp. To our knowledge, it has been. 

Mr. Rusorrom. May I say something off the record at this point, 
Mr. Chairman? 

(Security deletion.) 

Mr. Jackson (presiding). One final question, if 1 may: 

What practical military situation would be created by the loss to 
us of the tracking facilities in the Dominican Republic? 

Colonel Hanrorp. I feel our military collaboration with the 
Dominican Republic, with the military side, as such, is such that I 
believe we would still be permitted the use of the tracking station. 
I will say this, that it is considered in its present condition as an 
important part of the proving ground, the long-range proving ground 
which goes down over that area, in our testing of the missiles that take 
place at Cape Canaveral. 

Mr. Jackson (presiding). Mr. Burleson, any questions? 

Mr. Burueson. Mr. Chairman, perhaps I may be biased somewhat 
through a long personal friendship, but I have never known a man to 
be more dedicated to Government service, than the Secretary who is 
before us. 

If that in any way might be held against you, Dick, I will be glad 
to do something about the record. 

Mr. Rusorrom. Thank you, sir. 

Mr. Jackson. I echo the gentleman’s statement. 

Mr. Burueson. Colonel Hanford, probably this question should 
be addressed to you. Does not the proposal of Ambassador Facio 
make a lot of commonsense with reference to arms for Latin American 
States? 

Colonel Hanrorp. I am aware of it, Ambassador Facio’s recom- 
mendation to the Organization of American States; yes, sir. 

Mr. Burueson. Something was said about the Latin’s independ- 
ence, and I realize they don’t want to be dependent on North America 
for all their needs, particularly their military needs. But Ambassador 
Facio’s proposal that the Latin American States not be competing 
against one another for military power seems most sensible. Like 
some other areas of the world, beginning with the Monroe Doctrine, 
and on through the Rio Conference, North America is going to defend 
them against any external aggression. 
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It makes a lot of sense, but I realize what you say about their 
dependence on North America is very true. 

Are we not in somewhat of a dilemma on these things? 

Colonel Hanrorp. Yes, sir, but we feel, by the provision of military 
equipment, we do have some direction in its use. We do have some 
direction in the size of the military establishments that they maintain 
in the area, and we are not anxious to overburden them with military 
equipment because we know their economies cannot stand it. How- 
ever, for an arms limitation or a somewhat similar proposal, as Am- 
bassador Facio proposed before the Organization of American States, 
I might say if they continue their belief in the Organization of Ameri- 
can States as they have so evidenced in the past by the settlement of 
these disputes that they have had—9 in number, I believe, over the 
last 10 years by peaceful means. They will have less usesfor large 
military establishments. 

As I say, 9 instances in the past 10 years have been settled without 
any open warfare in the area, and I do believe, as I mentioned before, 
that our introduction of the military equipment into the area and the 
training that we provide by our military missions which are stationed 
in the majority of countries does guide them in the acquisition of 
proper equipment and not items of prestige which they are bound to 
get one way or another sometimes, in spite of our good advice. 

The military assistance program could offer the kind of a brake that 
Ambassador Facio would like to see. Incidentally, the resolution 
proposed by the Ambassador was not received very happily by the 
other Latin American countries, especially Mexico and some of the 
larger countries. In my opinion it probably would have been received 
more favorably if countries like Brazil or Argentina had introduced 
the proposal 

Mr. Buruzson. It is not a matter of playing one off against the 
other or anything of that sort. Whether one may take more initiative 
or be more friendly, or show more stability, it is not our idea that we 
concentrate in one or another place which may be of greater value to 
this country militarily. 

Colonel Hanrorp. No, sir. For example, if I may bring out one 
aspect, the Joint Chiefs of Staff constantly review the program each 
year and in the initiation of the program in 1952, antiaircraft units 
were placed in certain countries in Latin America. 

In the program last year those units were declared no longer needed 
for the missions for which they were originally established and combat 
engineer battalions were introduced into a country to replace them. 
These battalions not only had the capability of providing a small 
combat force smaller than the antiaircraft unit, but also can be 
used in the maintenance of roads, building of small bridges and stuff 
like that in a country, which is an adjunct to the economic and 
technical development of the area. 

Mr. Burusson. Mr. Chairman, if I have time for one other question 
of the Secretary ——— 

Acting Chairman Morean. Go right ahead, sir. 

Mr. Bur.eson. You mentioned the importance of trade intercourse 
to the Americas. We all realize that is tremendously important. 
You specifically mentioned metals. As you well know the lead and 
vine industry is in trouble. So is the oil industry. I am almost 
fearful to get onto this subject. I know it is a sensitive one. 
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We have recently had talks with Venezuela about oil imports. 
Of course, Mexico is very sensitive in that respect also, but what do 
we do with our domestic industries—what do we do with these 
industries in real economic trouble and at the same time they are so 
wholly dependent on some of these policies? Coffee is a noncompeti- 
tive product. That is something else, but in these competitive 
minerals and petroleum it creates quite a problem. 

Mr. Rusorrom. Congressman, I am glad you asked that question. 
I went to Venezuela myself about 3% weeks ago and talked there, with 
Government officials, the press, and others. I have just come back 
from my home State of Texas and your home State where I alluded 
to this specifically in a talk at Tyler, Tex., over in the east Texas 
field. 

I think that a frank facing of the problem is the best way to ap- 
proach it and I would sum up our approach by saying that meaning- 
ful consultations with the affected foreign countries where they have 
a chance to advance the nature and dimension of their problem and 
at the same time listen to the nature and dimension of our problem 
provides a friendly basis for working out problems. Such consulta- 
tions do not necessarily satisfy all the aspirations of either party, but 
they will at least indicate to the Government, and especially to the 
people—and certainly that is important now in our country, as well 
as in Venezuela, with this new Government there—that their interests 
are being weighed and that we are not ignoring their side of the prob- 
lem any more than they are ignoring our side of the problem. 

On the basis of these meaningful consultations, I think that we can 
find a constructive solution. 

Mr. Burusson. In addition to that immediate problem there is also 
the problem in Brazil and Argentina of American oil companies seek- 
ing concessions and the Soviets offering to sell those governments oil- 
field and oil-well equipment,is there not? It is a little longer-range 
problem, but nevertheless, it is a real one. 

Mr. Rvusorrom. Insofar as the Soviet offers are concerned, it 
remains to be seen how good they are. There has been a good deal 
of propaganda attached to some of the offers. There has been, I 
would say, less substance so far that has been forthcoming. In the 
case of the recent Argentine mission to the Iron Curtain countries it 
was a perfectly understandable mission to seek equipment to use the 
$40 million of credit, approximately, which they had accumulated 
out of shipments of their own foodstuffs, hides and the like, to the 
various countries behind the Lron Curtain and for which they had not 
been paid. 

In the case of that mission, I think they bought quite a number of 
steel rails and some diesel machinery and things of that sort. There 
is no question but what they do face a problem of having to use a 
large percentage of their available foreign exchange for oil imports and 
that constitutes a real drain on them now. 

Mr. Burueson. My time is up, Mr. Chairman. Thank you. 

Acting Chairman Morean. Mr. Vorys. 

Mr. Vorys. I 2m very much interested in your statements, gentle- 
men. I have a few questions. 


One is about Peru. It is one of the few Latin American countries 
that I know a little about. 
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Three and a half years ago our people there were saying that this 
was a mature program. Looking over the interesting data on Peru 
you have handed us, Mr. Atwood, it looks as if it ought to be more 
mature now and we ‘ought to be phasing out a good bit faster than is 
indicated. 

I am looking, for instance, at chart 3, where the agricultural 
servicio started in 1943. As I understand it, those little moons on 
the second page indicate approximate percentage of completion, do 
they not? 

Mr. Atwoop. Yes, sir. For the selected activities. We have only 
selected the activities under one project in each major group. T here 
would be 10 or 15 more pages if you did, for all of the various projects. 
They are listed on the first page. 

Mr. Vorys. It is a very graphic way of showing it, but I would 
think we would see more full moons throughout when you consider 
that we have been operating there since 1942, and these various 
servicios have been starting at various dates since then. 

You mention in your statement that we have told them of our 
hope these things would become 100 percent locally supported. When 
are we going to move into that area? 

Mr. Arwoop. It is very true that you do know Peru pretty well. 

I feel that in Peru it is a mature program. If you will notice in 
those servicios, the contribution of the United States and the con- 
tribution of Peru, the Peruvian contribution is getting higher and 
higher in each one of those servicios and the number of people and 
personnel—this is on the first page of chart 3—for instance, in the 
agricultural servicio you have 17 Americans and 1,441 Peruvians. 

Now, that means that we do have a great many trained Peruvians 
who are in a position to assume responsibility for these projects and 
practically all of the agricultural projects are now being directed by 
Peruvians, if we went into them in all detail. I have only broken 
down one of the projects in that list of projects. 

Mr. Vorys. This is a fine way to portray it and it is encouraging, 
in view of the fact that our friends from the General Ac counting 
Office and the Government Operations Committee reported about 2 
years ago that although this is our oldest technical assistance program 
in Latin America, instead of phasing out it was tending to become a 
way of life. 

Mr. Arwoop. Well, Mr. Vorys, you, of course, recognize this— 
and I think other members of the committee do too—that the servicio 
itself is really nothing but an agreement and a mechanism that we 
will cooperate with Peru in the field of agriculture. For instance, 
the agricultural servicio is set up. Then we agree—in this case, 
there are seven projects agreed to in the field of agriculture. Each 
one of those projects has a project agreement which states in it just 
how it will be carried out, how much money we will put in, how much 
they will put in, how long it will last, how they will handle it after 
our money is withdrawn. 

In other words, those projects will become completely Peruvian just 
as soon as the activities over here can be handled, both financially 
and from the point of view of technicians, by the local people. 

Now, we went over this in detail with Peru and I have included 
in this statement a summary of the views of the various ministers 
regarding the servicios and the projects and you will notice that each 
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one of the ministers has said that if the United States does not con- 
tinue its contribution they are going to go on and continue these 
servicios because they are siteetal parts of the various ministries. 

Now, we are just as anxious to turn these projects over to the 
Peruvians as anyone here, amsure. Weare trying to turn them over, 
even before they are really 100 percent ready to assume the full 
responsibility, because we feel that that is in our interest and it is in 
their interest for them to assume the full responsibility just as soon 
as possible. 


(The statement referred to by Mr. Atwood is as follows:) 





TECHNICAL COOPERATION PROGRAM IN LATIN AMERICA—PROJEcTS BEaqun WirH 
MSP Assistance Wuicn Are Now Brine CARRIED ON SoLELY rv Host Gov- 
ERNMENTS IN THE LaTIN AMERICAN COUNTRIES 


A technical cooperation program in Latin America has been carried on by a 
succession of United States governmental agencies since the early 1940’s. The 
latest of these is the International Cooperation Administration. However, the 
Institute of Inter-American Affairs, a federally chartered corporation, has con- 
tinued to be the regional organization responsible for these programs throughout 
almost all the period. 

During the 16-year history of the institute, projects have been continued in a 
wide variety of activities although the concentration has been in the fields of agri- 
culture, health, and sanitation, and education. Changing methods of administra- 
tion during this period have shifted the emphasis of the program concentration 
in fields of activities and have also changed the project concept so that it is not 
now possible to give a precise figure on how many projects have been completed 
and turned over to the hosc governments for their operation. It must also be 
recognized that changing administrations in 20 republics and 4 dependent over- 
seas territories must lead to differences in attitudes and objectives on the parts 
of these governments. The basis upon which projects are initiated is a project 
request on the pet of the host government. While we recognize that govern- 
ments in Latin America change, sometimes with amazing and disrupting rapidity, 
too often we tend to identify the term “host government” as an unchanging 
e ement as far as its desires for economic development are concerned. But this, 
t‘oo, is a dynamic factor influencing not only the initiation of projects but also 
their continuation and termination. 

Illustrative examples of projects which have been turned over to the host 
governments recently and which are still being carried on without additional 
United States support are listed below, country by country: 

Bolivia 

In early 1955 the Cooperative Agriculture Servicio initiated a project for the 
purpose of demonstrating the advantages of mechanized farming techniques, 
training Bolivian operators, repairmen, and farmers in the use of modern farm 
equipment. A machinery pool, organized in the fertile Cochabamba Valley, had 
successfully demonstrated the advantages of the use of agricultural machinery. 
Prior to the initiation of the stabilization program, there were no established 
machinery dealers or operators in the area. In July 1957 a lease-purchase 
arrangement was negotiated with a former employee transferring to him a number 
of tractors with accessory farm implements. Some technical assistance was 
provided this entrepreneur after the transfer. The volume of work completed 
and the satisfactory organization and operation of this new private enterprise 
has proved the success of the training this man has received. In December 1957 
two more lease-purchase agreements were made. The success of these transfers 
is especially significant as no other sizable machinery operations on a custom-hire 
basis have been in existence in the Cochabamba Valley. 


Brazil 


In May of 1956 a project was initiated to strengthen the Brazilian Institute 
of Municipal Administration (the IBAM) to promote more efficient administra- 
tion through demonstration, training, technical assistance, and the dissemina- 
tion of information on improved administration techniques. The IBAM with 
the participation of a leading weekly magazine, 0 Cruzeiro, launched an annual 
contest of municipalities to discover the cities which during the year had made 
thefmost progress in improving their administration. This contest was similar 
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to the one sponsored by Look magazine in the United States. The winners were 
given diplomas by the President of the Republic. IBAM personnel were given 
training grants in municipal administration in the United States and IBAM was 
authorized to sponsor personnel of other cities for similar training. Since the 
completion of the project agreement in May of 1957, IBAM has continued to 
increase its membership, has bought its own headquarters building, sponsored a 
third successful contest of municipalities, published technical books and pam- 
phiets, given technical assistance to increasing numbers of municipalities, and 
received financial contributions from the Brazilian Government and from the 
states and municipalities which are members. 


Chile 


A program for the provision of more nearly adequate health facilities outside the 
capital area was initiated in 1943 with a program for the construction of a series 
of health centers in rural areas. The purpose of this project was to equip these 
health centers so as to demonstrate the operation of a well-integrated health 
service in various localities. The maintenance and continued operation of these 
health centers was transferred to the National Health Service in October 1952. 
A related activity was the concentration of efforts in the Provinces of O’ Higgins 
and Colchagua emphasizing rural health and sanitation. The purpose of this 
project, initiated in February 1952, was to instill in the rural povulace the concept 
of importance of hygiene and to demonstrate methods of providing modern facili- 
ties in rural areas. The activities under this project included the digging of deep 
wells, construction of potable-water supply systems, and providing small sanitary 
services in the villages. The activities of this project were transferred to the 
National Health Service in January 1956. 

Colombia 

The -Cooperative Public Health Service in Colombia began operations in 
February 1943. Since then 80 projects have been turned over to the Ministry of 
Public Health. Of these, 42 were of assistance in the construction of hospitals, 
health centers, nursing schools, and laboratories; 14 were communicable-disease 
projects; 7 were engineering projects; 2 were nursing projects; and 1 was a goiter- 
control project. The modern health center at La Dorado is typical of the early 
operations of the Cooperative Health Service. This was 1 of 5 locations chosen 
for the establishment of a health center which would provide services including 
the identification and control of TB and venereal diseases, the initiation of pre- 
school and school hygiene programs, prenatal and dental care, and antimalarial 
and environmental sanitation control. This health center was operated until 
December 31, 1951, when it was turned over to the Ministry of Public Health. 


Costa Rica 


In 1948 an Agricultural Extension Service project was initiated for the purpose 
of developing a countrywide Agricultural Extension Service. Offices were 
operated in 33 of the principal agricultural producing areas of Costa Rica. Farm- 
ers were given technical assistance in soil conservation, irrigation and drainage, use 
of fertilizers, insect and disease control, information on improved agriculture 
practices, livestock and pasture improvement, and management and guidance in 
the improvement of rural hygiene, diet, and rural living conditions in general. 
4-S Clubs, modeled after the 4-H Clubs of the United States, were organized for 
the youth of the rural areas. In January 1956, by an act of the Costa Rican 
Legislature, the Extension Service was transferred to the exclusive jurisdiction of 
the Ministry of Agriculture where it continues to operate as a regular ministry 
agency. 

Haiti 

In February 1947 a project was initiated to convert an unused public market 
into a maternity clinic capable of providing 100 beds and the mininum equipment 
needed to open the hospital to the public. Since June 1951 when the Haitian 
Government was assigned full operating responsibi.ity for this maternity center, 
it has developed into an important maternity faciiity which has gained the accept- 
ance and confidence of the people. 


Honduras 


In 1952 and 1953 an invasion of grasshoppers threatened sizable areas of Hon- 
duras and actually destroyed large areas of croos. At the request of the Ministry 
of Agriculture, the Cooperative Azriculture Service undertook to direct a large- 
scale campaign to control the grasshoppers. Special funds were contributed by 
_ the Ministry of Agriculture and additional assistance was received from the 
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Central American Grasshopper Organization. A helicopter from the United 
States Air Force was brought in during the height of the campaign and was used 
for spraying the more inaccessible areas. During this 2-year period of the in- 
tensive campaign, its suecess served as an excellent demonstration of the effec- 
tiveness of the Cooperative Agriculture Service. It demonstrated the possibility 
of having flexible administration in a governmental unit capable of meeting 
emergency situations without disrupting seriously the normal operations. In 
December 1954 this project was transferred to the Ministry. A continuing 
grasshopper-control program is now carried out with the personnel trained during 
the period of United States collaboration, though on a reduced scale now that 
the grasshopper problem has been brought under control. This group, however, 
has the experience and trained personnel which could be brought into play im- 
mediately if another grasshopper invasion should occur. 
Mexico 

In August 1948 a project was initiated for the purpose of providing technical 
and economic support for the development and improvement of ‘nursing services 
and nursing education in hospitals and public health agencies, and for strengthen- 
ing nursing as an accepted profession for young women. These activities were 
carried on through the Department of Nursing of the Ministry of Public Health 
and Welfare, the School of Public Health, the Division of Nursing Education of 
the National University, and a number of technical and service divisions in the 
Ministry of Health and Welfare. These activities which are now being carried 
out solely by the Bureau of Experimental Studies in Public Health (a part of the 
Ministry of Health and Welfare) have served to improve the status of nurses by 
giving them more adequate technical knowledge, thereby gaining for them in- 
creased confidence on the part of the medical profession and the public. 


Panama 


Increased consumption of poultry can be an important and inexpensive means 
of improving the protein content of the diets of people in underdeveloped areas. 
In recognition of this fact, a program was initiated in November of 1953 to create 
a national source of chicks and fertile eggs in an effort to introduce modern 
methods of poultry care throigh demonstration, and to provide a higher control 
of poultry stock in selected areas of the country. By the end of 1957 the success 
of the demonstration programs was such that private producers could success- 
fully operate. There was sufficient demand for the improved stock that it was 
feasible for private entrepreneurs to undertake the breeding of high quality chicks 
and to eliminate the need for their importation. Since private enterprise had 
successfully entered the field, the need for the demonstration project no longer 
existed and it was terminated in December 1957. The poultry plant and equip- 
ment were transferred to the National Institute of Agriculture for use in basic 
research and as a source of supply for the National Extension Service. An 
interesting outgrowth of the poultry program has been its effect on the demand 
for corn for use as poultry feed. Corn prices had historically fluctuated widely 
during the year but the increased demand made it feasible to construct storage 
facilities which serve to eliminate the wide swings in prices, thereby benefiting 
the corn producers in that they had a more stable market for their product 


throughout the crop season and a more stable supply of corn for poultry feed 
throughout the year. 


Paraguay 


The project to demonstrate the advantages of providing mixed feed for livestock 
was introduced in Paraguay in November 1946. A small mixing plant was 
established to provide a mixed feed with mineral suppiements for dairy cows. 
As dairymen saw for themselves the increased production of milk brought about 
by feeding balanced rations and learned the convenience of using mixed feeds, 
demand increased to the point where commercial production was feasible. The 
first commercial plant was set up by a Paraguayan businessman in 1949. In 1951, 
sales of mixed feed by the project were discontinued and in 1953 all production 
of feed for the use of the project was terminated as commercial feed was purchased 
for its own dairy animals. Today there are 8 mixed feed plants in operation in 
the Asuncion area, 1 in San Ignacio, and lin Encarnacion. These plants produce 
balanced food for poultry, swine, and horses as well as dairy animals. 


Mr. Vorys. This is very fine and my only word would be, it is in 
the right direction and I hope it moves rapidly. 
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Mr. Rvusortom. I think, Congressman Vorys, that you have raised 
a very fundamental point and I would rather like to answer it a little 
bit directly if I may. 

I think from the standpoint of our political relations and our long- 
term relations with Latin America, this technical cooperation program, 
and specifically the one in Peru, is very much in the United States 
interest to maintain. 

I think it gives us—it is a demonstration of our interest and our 
close ties with Latin America. 

We have people there, not many, but those who are going to the 
very grassroots of the country and are working with Peruvians or 
with any other group of nationals. 

By the same token I believe our Latin American friends like this 
program also. A most recent example was a very heart-warming 
statement by the President of Panama of about 2 weeks ago in Point 
4 Week there, where he expressed his appreciation in very genuine- 
sounding terms for this program which they have had there about as 
long as the Peruvian program. 

Now, in terms of economics, I think also, sir, if we can attack these 
basic problems which I alluded to earlier, including the one of educa- 
tion, it will speed up, help the countries to help themselves to become 
able to cand entirely on their own feet and might in the long run 
save considerable in the form of public loans. 

In some cases it would enable us also to get off the grant-aid basis 
that we are on in some of the countries. So while the termination 
date, if you please, remains indefinite, I want you to know we are 
aware of our responsibilities in this connection and that we feel in 
terms of the United States self-interest, both political and economic, 
that these programs are designed to meet those responsibilities. 

Mr. Vorys. Now, if I have time, Mr. Chairman, I am going to 
make a very intensive study mission in Haiti during the recess. Have 
any of you anything you want to tell me that | ought to know before 
I get to Haiti, about the economic, political, or military factors? 

Mr. Rusorrtom. If you will give us your itinerary, which we will 

et from your office, we will make it a point to talk to vou before you 
se and bring you up to date on Haitian developments, Congressman. 

Mr. Vorys. My itinerary in Haiti is “in and out.”’ 

Mr. Rusorrom. The date? 

Mr. Vorys. I am leaving Friday so tell me before that what I 
ought to know. 

Mr. Buruzson. I have a story to tell you before you go. 

Mr. Vorys. Now, another question: I agree that we want to de- 
velop cooperation down there in Latin America, but it is rather shock- 
ing to me to note that in the United Nations, Bolivia, Haiti, Guate- 
mala, which have been special objects of our concern, have dropped 
off from 1956 to 1957 very substantially in their cooperation with us 
in the United Nations as expressed in their votes. I think cooperation 
is a two-way street. 

Mr. Rusorrom. Congressman, I think in most of the basic and 
important issues that those countries have voted with us. There are 
one or two important areas, for example, in the area of so-called 
colonialism I know, where Haiti traditionally has voted the other 
way. 
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Mr. Vorys. Haiti is off 24.2 percent in a year in their cooperation 
in the U.N. 

Mr. Rusorrom. There are special circumstances applicable in 
almost any given vote and I think those figures would have to be 
examined on the basis of what issues were at stake when they hap- 
pened to vote contrary to the United States. 

Mr. Vorys. Well, 47 percent, the average for these countries is less 
than 50-50 cooperation. 

Thank you very much. 

Acting Chairman Morgan. Mr. Zablocki. 

Mr. Zasiockt. Thank you, Mr. Chairman. 

I would like to ask the Secretary one question on the local currency 
that is generated under the MSA program and under Public Law 480. 
Do we have continuing supervision after the first repayment of a loan? 

Mr. Rusorrom. Yes, sir; we do. We are just now beginning to 
loan the funds under Public Law 480, even under some of those 
agreements that were made as long as 2 years ago. I doubt if we 
have gotten any repayments up until now, but we will have continuing 
supervision over those funds as they are repaid. 

Mr. Zasiockt. According to our books, 1s the figure correct that 
there is about $34 million under the potential generation in 1959? 

Mr. Rusorrom. In Public Law 480? 

Mr. Zastockt. No, under MSA for all of Latin America. 

Mr. Rusorrom. You are talking about local currencies? 

Mr. Zastockt. Status of local currency. That is page 122. It is 
in the World Book. It says, ‘“‘Potential generation for Latin America,”’ 
which includes Bolivia and Guatemala, a total of $34,533,000. 

Mr. Rusorrom. I assume those figures are correct. I suppose it 
would go back to prior aid programs, certain money that has not been 
spent, or money where they might be in arrears, for example. 

This Bolivian figure that is mentioned here, might very well in- 
clude some funds for section 402 foods that were delivered under 
prior programs under the grant-aid program there, and for which 
they still owe us. 

In the case of Guatemala, that would represent money I suppose 
in the pipeline of the aid program of previous years, for which they 
would be giving us counterpart funds; yes, sir. 

Mr. Zasxockt. I did have a question on that Guatemala figure, 
since it is identical for 1957, which is actual, for 1958, which is esti- 
mated, and for 1959, which is estimated. It is $5,757,000 for each 
year. 

Mr. Rusorrom. Yes. 

Mr. Zasiockt. Why is it so constant? 

Mr. Rusorrom. Can you answer that, Mr. Atwood? 

Mr. Arwoov. There are no new funds contemplated in the 1959 
program for Guatemala which would generate local currency. I 
think this must reter to either food or grants which have been made, 
which have been made before, and the deposits have not been made. 

Mr. Rusorrom. You see, the $10 million of last year’s funds for 
Guatemala are being programed right now and would not figure in 
this. 

Mr. Zastocki. Are the potential generation figure, deposits, and 
expenditures identical? 

Mr. Arwoop. I will be glad to supply it in detail for the record. 
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Acting Chairman Morean. You can furnish it for the record? 
Mr. Atwoop. We can furnish it. 
(The information requested is as follows:) 


LocaL CuRRENCY IN GUATEMALA 


The program under which these local currency funds are generated in Guatemala 
(sec. 402, food imports) as presented in the table on page 122 of the World Wide 
Summary book does not contemplate additional United States funding of section 
402 food imports subsequent to fiscal year 1957. Since this table is based on 
cumulative figures for fiscal years 1957, 1958, and 1959 potential generation after 
fiscal year 1957 remains constant. Since it was contemplated that the program 
would be terminated during fiscal year 1959 the figures shown as of June 30, 
1959, necessarily must be constant inasmuch as they are terminal figures and 
further transactions were contemplated. Therefore, total deposits, obligations 
and expenditures necessarily equal potential generation as of June 30, 1959. 
On table IV, page 120, in the Latin America mutual security program book 
similar figures are shown in a tabular form which also reflects the activity applicable 
to each of the fiscal years 1957, 1958, and 1959. 

At the time the presentation to Congress was prepared it was not believed 
that further imports of foodstuffs would be required in connection with our 
special assistance program in Guatemala. Subsequent developments have, 
however, resulted in a determination by the Guatemalan Government that 
additional imports of food will be required. A request has been received from the 
Guatemalan Government for $3 million of section 402 commodities which is now 
being considered for approval. 


Mr.-Zasiocki. Mr. Rubottom, are we then to conclude that 
Guatemala needs no special amounts other than those listed in the 
book? 

Mr. Rusortrom. Yes, sir. 

We honestly believe after careful consideration, and after very 
frank discussion with the President-elect when he was here, that this 
$10 million program which was appropriated and authorized by the 
Congress last year, and which is now just in the process of being 
programed with the new administration, will be a substantial support 
and aid to the present Government and for that reason we are not 
asking for any additional funds for this year. 

Mr. Zastocki. Mr. Chairman, I would like to ask Colonel Hanford 
& question. 

On page 1 of your statement you list the number of countries receiv- 
ing military assistance; there are 12. Looking at the chart you sup- 
plied, Mexico, El Salvador, Costa Rica, Paraguay, Venezuela, British 
Guiana, Surinam, French Guiana, Bolivia, and Argentina evidently 
did not sign bilateral defense agreements. Would it be the proper 
conclusion to say that they are unwilling to assist the United States 
in carrying out military missions important to the defense of the 
Western Hemisphere? 

Colonel Hanrorp. No, sir; that would not be true because they do 
assist us In various ways. 

For example, Mexico, for historical reasons, does not see fit to enter 
into a bilateral military arrangement with us. However, she does 
have delegates on the Inter-American Defense Board that meets here 
daily in Washington. 

Venezuela, for financial reasons, desires to purchase her own mili- 
tary equipment and therefore does not feel obliged to enter into a 
specific bilateral arrangement with us. 

We do have a separate agreement with Venezuela but not for the 
purpose of furnishing grant assistance. 
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Argentina, because of the political strife which has been prevalent 
in the area for the last 5 years, has not seen fit to enter into a bilateral 
arrangement with us. 

The large countries like Mexico, Venezuela, and Argentina have 
been approached as to a bilateral ‘agreement, ‘and because of those 
various conditions have not seen fit to enter into a specific bilateral 
arrangement with us. 

(Security deletion.) 

Colonel Hanrorp. However, they all, each and every country, 
furnish delegates to the Inter- American Defense Board which meets 
here in Washington and are concerned with the everyday life of the 
promulgation of the general military plan for the defense of the 
hemisphere. 

Mr. Zas.tockt. To make the defense of the Western Hemisphere 
workable, we ought to have bilateral agreements with the larger 
countries of the hemisphere. 

Mr. Rusorrom. May I say something, Congressman? 

All of these countries, of course, are adherents to the Rio Treaty of 
1947 under which an attack on any one of the countries in the Americas 
constitutes an attack on all, and we have those mutual commitments, 
of course, which are very important. 

Colonel Hanrorp. One more specific part of this is that we do not 
have a specific bilateral with Canada. Yet we perform very close 
military cooperation with that area also. 

Mr. Zaxuocxt. In your statement you say we have bilateral de- 
fense agreement, not unilateral, with these 12 countries. 

Colonel Hanrorp. That is right. 

Mr. Zastocki. The Rio Pact is also bilateral, is it not? 

Colonel Hanrorp. It is multilateral. 

Mr. Zasiockt. One specific question, Mr. Chairman. 

Colonel, on page 29 of the secret book, on the military assistance 
program, ‘what is this special materiel program and what does it 
include? [Security deletion.] 

Colonel Hanrorp. That is true, sir. In 1956 a requirement was 
established for a specific piece of property on the island of Fernando 
de Naronha off the northeast coast of Brazil as a tracking site for 
guided missiles. It was to be part of our proving ground for the 
missiles that are fired from Cape Canaveral. In the negotiations for 
that piece of soil, the Brazilians were very insistent upon receiving 
some quid pro quo. We were just as insistent in not furnishing it in 
view of our 1952 bilateral agreement. 

However, the negotiations became stalemated. 

[Security deletion.] We inserted an article in the agreement under 
the 1952 bilateral arrangement which we agreed to discuss any addi- 
tional responsibilities that the Brazilians felt they had. 

In the course of those discussions, we knew full well there would be 
some arrangement by which we would have to agree to provide some 
military equipment for the Brazilians. 

Additional units were recommended by the Joint Chiefs of Staff 
which the Department of Defense considers as a modernization of the 
present force objective for Brazil. 

(Security deletion.) 

Acting Chairman Moraan. Mr. Morano. 

Mr. Morano. Thank you, Mr. Chairman. 
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The distinguished gentleman from Wisconsin asked the very 
question I was going to ask the colonel about the absence of military 
agreements with the other nations that you did not include in the 12 
and I am very happy with the answer you have given. 

Of course, I want to pursue that a little further and ask whether or 
not any military hardware or equipment of any kind is coming from 
any country other than the United States and, if so, what countries 
are they? Particularly to those we do not have an agreement with. 

Colonel Hanrorp. In the past several years, or in the past 4 or 5 
years, I would say, we have been in the unhappy position of the 
introduction of military equipment into Latin America from such coun- 
tries, our allies, as Great Britain, France, Japan and Italy. When we in- 
dicated that they should not acquire a particular item purely for prestige 
or because it had no capability as far as a Western Hemisphere defense 
mission was concerned, they indicated they were still sovereign in their 
own military matters. 

Mr. Morano. You named three countries, Great Britain, France 
and Italy. What types of equipment? 

Colonel Hanrorp. As far as Great Britain is concerned, it has been 
naval ships and aircraft. 

Also France and Japan and Italy have made it available. In the 
main it has been naval ships. 

Mr. Morano. Japan too? 

Colonel Hanrorp. Yes, sir. They shipbuild over there, small 
craft, like minesweepers and stuff like that, and it has been this type 
of naval equipment that has been purchased by Latin American 
countries and I believe that it has been because we have not been in 
& position to provide ships like a destroyer without congressional 
approval. 

Mr. Morano. Has there been any material coming from these 
countries that was originally American and declared surplus in 
those countries and then bought by some of these Latin American 
countries that do not have military agreements? 

Colonel Hanrorp. Not to my knowledge in the program. However, 
during the war, as you well know, sir, aircraft such as a P—51, were 
bought by the countries of Europe and they do have them still in 
their inventory and countries [security deletion] that can get that 
particular type of equipment cheaply, are interested in it. They may 
have some outmoded, as we would call them, scout cars, or they 
might have some light tanks, but there has been nothing that has 
been placed to my knowledge in the program for Europe—— 

Mr. Morano. Is there anything coming here in your opinion 
inimical to the interests of the Western Hemisphere defense? 

Colonel Hanrorp. No, sir. 

Mr. Morano. Is there anything coming from back of the Iron 
Curtain? 

Colonel Hanrorp. The only instance we know of, as you are also 
well aware, sir, is the instance in Guatemala when $10 million worth 
of Soviet bloc military hardware was delivered to Querto Barios 
in 1954. 

Mr. Morano. In connection with the questioning of the distin- 
guished gentleman from Texas, Mr. Burleson, I am interested in that 
too with respect to the offers made by the Soviet Government and 
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Iron Curtain countries, in order to penetrate the economic field in 
Latin America. 

Is that mission that went to Moscow coming back with any military 
equipment in return for their—the foreign exchange position they are 
in, that you know of? 

Colonel Hanrorp. I do not really know the mission you refer to 
unless it was Argentina. 

Mr. Morano. I meant Argentina. Did I say some other country? 

Colonel Hanrorp. In Argentina, so far as I know, there is no 
military hardware in that particular proposal. 

Mr. Morano. Now, if I may ask one more question: As I said, I 
am interested in the questioning of Mr. Burleson about these offers. 
There are reports in the newspapers about the offers the Soviet is 
making to countries in Latin America in order to penetrate those 
countries and get a foothold there; barters and all that kind of business. 

Do you know of any one specific instance where the Soviets made 
an offer which was accepted and which was consummated with any 
country in Latin America? 

Mr. Rusorrom. I know that last year Cuba, for example, sold 
quite a bit of sugar to Russia. There have been nonstrategic items 
sold to Russia right along, not in any great amount. In fact, there 
has been a recent decline. In 1956, as compared with 1955, there 
was less trade with Russia than before. We have not, of course, dis- 
couraged the sale of nonstrategic items. 

Mr. Morano. I am not talking about the sale by a Latin American 
country to a Soviet bloc nation. I am talking about a Soviet offer 
to give economic aid to a Latin American country by reason of their 
saying, ‘‘Well, now, we will barter you so much machinery for so much 
coffee,’ or ‘‘so much machinery for so much copper,” and so on. 

Mr. Rusorrom. The only thing I am aware of that has been con- 
summated recently has been this use of the Iron Curtain country 
credit by the Argentines where I know that they did buy a certain 
amount of stuff there because they had, as I say, about $40 million 
credit. I know of no others that have been consummated. 

Mr. Morano. Just let me cite some reports and then you will see 
what I am trying to get at, and I hope you are following this carefully. 
If these reports are unfounded, they ought to be scotched, and if they 
are not unfounded, we ought to be doing something about it. 

Colombia: Talks are progressing between the U. 8. S. R. and the National 


Coffee Federation on exchange of 50,000 tons of Colombian coffee for 50,000 tons 
of Syrian wheat. 


Chile: Sale is being discussed of 500 tons of copper wire to Czechoslovakia and 
350 tons to Red China. 

The wire would be within the 6 millimeter limit allowed by the 
Battle Act. 

And Argentina, and so on down the line, but I would like to have 
information to definitely say one way or the other where we stand on 
these reports. 

Mr. Rusorrtom. I can assure you we are following these with the 
highest priority, Congressman, and I repeat that I do not know of any 
deals that have been consummated recently except the one where the 
Argentine Trade Mission returned and announced that it had bought, 
I think something in the neighborhood of $18 million worth of goods, 
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mostly steel rails, some diesel machinery and the like, against a $40 
million credit which was several years old. 

As far as the Colombian deal is concerned, I am not aware that that 
has been consummated, although where they have coffee in excess and 
if they need wheat we could not, I think, seriously object to that kind 
of a barter deal. We would hope that any Latin American country 
trading with the Soviet bloc is aware of the inherent dangers. 

We know that there has been quite a bit of propaganda that has 
been attached to this. 

Mr. Morano. That is what I want to determine, whether they are 
long on the offer of these barter deals and short on the performance. 

Mr. Rusorrom. I think that is true and I can cite for example 
recently a public statement, an address by President Siles of Bolivia, 
who said that the Russian offers should be considered for what they 
are. He said that whatever they may offer us we have to take into 
account the reason that the tin market is down is because they 
dumped 10,000 tons of tin recently on the world market. 

Mr. Morano. This one says: 

Moscow was reported offering $1 billion in economic aid in exchange for the 
restoration of diplomatic relations and the legalization of the Communist Party. 

That has to do with Brazil. 

Mr. Rusorrom. Yes. 

Mr: Morano. Did you ever hear of that? 

Mr. Rusorrom. We have heard quite a bit about a deal involving 
Torgbras there, which is reported to be a sort of a company without 
any real substance behind it. I haven’t heard of any billion dollar 
deal; no, sir. 

Mr. Morano. That is the kind of report that I think it should be 
the responsibility of your office to scotch or confirm with this com- 
mittee. 

It makes me uneasy as a member of the Subcommittee on Inter- 
American Affairs, to read of all these things and then not know 
whether there is any substance to them or not. 

Mr. Rusortom. I can only assure you that we are just as vitally 
concerned as you are in seeing to it that Latin America remains close 
and friendly to the United States, and that the Russians and the other 
Soviet bloc countries do not obtain a foothold there. 

I don’t think there is a thing that has any higher priority on our 
time, night and day, than that single problem: 

To have Latin America be stable, prosperous, and friendly to the 
United States. 

However, I must confess to you that one of the problems that we 
have—and I don’t know the solution to it—is having to deal with 
assertions that are in many cases completely unfounded and in other 
cases completely irresponsible. I know that you have had to contend 
with that, too, sir. 

Mr. Morano. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Hays. 

Mr. Hays of Arkansas. Mr. Secretary, your statement is very fine, 
and very helpful. I would like to pursue the matter of trade by the 
Russians just a little further. 

I recall one year when we had a number of businessmen from Latin 
America under your auspices, I believe, in the United States for a 
commercial visit. The Russians sponsored and perhaps paid some of 
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the expenses at least, of some 300 businessmen from Latin America 
indicating they were really trying to outbid us in these commercial 
contacts. 

Are they continuing with that intensified bid? It isn’t quite clear 
from what you have said, about the Russian overtures. Are they 
still viewing Latin America from a standpoint of an attractive com- 
mercial outlet? 

Mr. Rusorrom. I think that you can assume that the Russians 
have a great interest and all of the Soviet bloc countries, a great 
interest in Latin America. Where it stands in the list of priorities 
of areas that they are paying attention to, I don’t know. 

I think in connection with businessmen that most of them are 
oriented toward the United States in Latin America, and I think all 
they want is a chance to sell their goods here or somewhere else for 
hard currency in order to be able to buy here or in other hard currency 
areas. 

I think that a greater Soviet target in Latin America would be your 
youth groups, your cultural groups, your university groups, and if 

ou please, your colleagues in the various legislatures down there. 
here is a surprising number of those apparently who at Soviet expense 
have been invited to visit behind the [ron Curtain. 

(Security deletion.) 

Mr. Rusorrom. As you know, the Soviet Union maintains only 
3 embassies in the area, and I believe all of the Iron Curtain embassies 
in the whole area total only 12. 

They have very little representation there. There is definitely 
some tying of commercial offers to resumption of diplomatic relations. 
That is certainly true in the case of Brazil. 

(Security deletion.) 

Mr. Hays of Arkansas. Which country is that? 

Mr. Rusorrom. Brazil. But Brazil is one of the countries that 
does not have relations at this time with the Soviet Union. 

Mr. Hays of Arkansas. With regard to the situation in Cuba, I take 
it as a matter of policy in the field of military assistance that we do 
have a firm policy of assisting countries solely for the protection of 
American and regional interests against Communist penetration. 
That is the reason for our being in this field; isn’t it? 

Mr. Rusorrom. Yes, sir. That is the reason for our having these 
agreements. 

Mr. Hays of Arkansas. I suppose Guatemala presents a classic 
example of the necessity in some situations for that kind of aid. 

I suppose too, that it is hard to evaluate mixed problems where you 
have popular discontent and where democratic procedures would 
probably result in a change of authority, but that very situation is 
exploited by the Communists. In protecting our neighbors and our 
own country against subversive forces, we are challenged, -aren’t we, 
to avoid protecting shoddy governments against democratic change. 
We don’t want to bolster corrupt governments merely in the name of 
preventing subversion. 

Mr. Rusorrom. No, sir; we certainly do not. 

Mr. Hays of Arkansas. That presents some difficult situations, 
doesn’t it? 

Mr. Rusortom. It certainly does. 

Mr. Hays of Arkansas. I mentioned Cuba but actually my hy- 
pothesis is based not on Cuba necessarily, but on a general condition. 
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I want to defend a military aid program on that basis, alone, and 
I don’t think we can defend it on any other basis. At the same 
time, I realize that it is possible for us to be supplying arms in some 
situations that might be used against—might be used to bolster a 
local authority that is out of favor with the people. Now, that is a 
challenge to you and I am not asking for a categorical answer, but 
to what extent are we armed with an answer against a charge that we 
are supplying military strength for authority that appoints itself as 
a Communist threat? 

Mr. Rusorrom. Congressman, you have raised a problem that is 
undoubtedly the most difficult one we have now in the political and 
security sphere of our relations. 

We do not furnish arms, let alone sell arms, even, for purposes 
other than the ones that you have just stated and we do not feel 
that our arms program should be or is in general being used against 
the people of the country concerned. 

We have had some examples. For example, in Ecuador, I recall, 
about 2 years ago, where the Government went to great pains at the 
time of a crisis, there, to sort of sterilize the MSA equipment and say, 
“There it is. We are not going to use it. We want you to know it is 
there, and we are not going to use it in this present critical situation.’ 

You say it is a challenge to us. It is indeed, and I think sir, it is a 
challenge to the recipient governments and, I think, a responsibility 
on that government. However, it is a very great one indeed, because 
it not only makes it difficult for them in the future, but it makes it 
difficult for the United States and for all the other countries with 
which we have this relationship, if this equipment is used improperly. 

In the case of Cuba, that is a problem that defies our hearts and 
minds and we are doing everything we can to try to stay out of that 
situation, leaving it to the Cubans themselves to resolve. 

A constituted government—and when I say this, I don’t condone 
the means by which Batista seized power back in 1952, nor do I 
condone holding elections where you have only one candidate running, 
as was the case in 1954—I think can be expected to defend itself no 
matter where it gets the arms, and that little bit and I use that term 
advisedly, that Cuba and other countries have gotten from the 
United States under mutual security is obviously not enough to 
upset the balance anywhere. 

The military aid program that we had in the area last year was 
around $39 million, I think, and the budgets of the countries con- 
cerned, for military equipment, was over a billion dollars. If they 
don’t get it from the United States, obviously they can get it some- 
where else. That is still not a satisfactory reply, it seems to me. 
On the other hand, the Cuban Government maintains that the rebels 
are getting arms in large numbers from the United States. You 
have read in the paper recently of places where those arms have 
been stopped, en route, and I don’t doubt that many of the arms that 
the rebels have, have come from the United States. 

The Cuban Government has supported the United States strongly 
in many international conferences, including the United Nations 
where they were very honorably a member of the Security Council 
for 2 years. 

The Cuban Government is standing firmly by the United States in 
the very, very crucial Conference of the Law of the Seas. 
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We maintain relations with governments. We don’t actually sup- 
port governments. We are sometimes questioned why we support 
dictatorships. We don’t actually support any government. Our 
job, in the interest of the United States and the United States alone, 
is to maintain relations with the countries on as satisfactory a basis 
as possible. We don’t attempt to cast judgment on the kind of gov- 
ernment that they have. When a period of tension arises such as 
we now see in Cuba, we can only sit on the sidelines and hope and 
pray that the people will find a peaceful solution to what has become 
an increasingly terrible thing. 

[Security deletion.] 

Mr. Rusorrom. That is in accord, of course, with a long-range 
lan. I heard Colonel Hanford explain this yesterday to your col- 
ete’ in the Senate. 

[Security deletion.] 

Mr. Rusorrom. He could tell you more about it if you are inter- 
ested in knowing about what was contemplated in the program for 
1959. 

Mr. Hays of Arkansas. I want to simply be sure that we are strictly 
correct in representing to our colleagues in the Congress that arms 
will not be used, and under our policy they are not designed to be 
used, in an internal controversy in behalf of either side, except as in 
a case like Guatemala, where obviously we have security interests. 

Mr. Rusorrom. Well, we have the same security interest all over. 
If you have a direct Communist threat—and you can’t rule out the 
Communist threat in any country, not excluding Cuba, but it cer- 
tainly is not designed, and every effort is made to avoid having our 
equipment used in any internal strife. 

Mr. Hays of Arkansas. May I ask Colonel Hanford if he has any- 
thing further to add to that. I am sure all three of you gentlemen see 
what I am getting at, and it is a very important problem. 

Colonel Hanrorp. As the Secretary has brought out, [security 
deletion] the Joint Chiefs of Staff desire to see in the area an increase 
in the antisubmarine warfare capability of the Cuban military. 

It is placed in this particular program this year because of the long 
lead time of the particular aircraft desired. They will not be off the 
production line, so to speak, until approximately 2% years from now. 

Mr. Hays of Arkansas. Thank you very much. That is very 
enlightening. 

I would like to ask one other question. Have you gone far enough 
in evaluating the applications that I understand have already been 
filed with the Development Loan Fund, to give us any general idea 
about the participation by this area in the total fund that is available. 

How much weight is attached to the use of the Development Loan 
Fund in this area as distinguished from other areas? 

Mr. Rusorrom. Congressman, I would say we are giving increasing 
weight in the consideration of loan requests to the Development Fund, 
for Latin America. [Security deletion.] 

There are a number of other applications that are pending. [I think 
something like either 7 or 9 countries have made applications totaling 
around $75 million. I think that we can assure the committee that 
Latin America is going to be given full consideration in the delibera- 
tions and in the use of this Fund. 

Mr. Hays of Arkansas. Thank you very much. 





1562 MUTUAL SECURITY ACT OF 1958 


Acting Chairman Moraan. Mr. Bentley. 

(Security deletion.) 

Mr. Bentiery. Now, getting to this discussion of Mr. Hays—I am 
sorry, he is leaving. 

Mr. Hays of Arkansas. I won’t leave. 

Mr. Bentiey. And on the question of Cuba. [Security deletion.] 

Now, I presume that the defense of those bases is intended to be 
against subversion or espionage from a foreign source, but they would 
have to include the defense of the bases against any internal attacks; 
wouldn’t they? 

Colonel Hanrorp. Not as far as grant military equipment goes, 
sir. I believe that connotation is placed in part due to our activities 
there in World War II. I happened to have been on the Southeast 
Coast Patrol in the early days of the war in 1941 and 1942, where it 
was mandatory for us to send a small part of a unit, such as a cannon 
company or something of that sort, to Cuba to protect United States 
installations of a military nature. 

Mr. Bentiey. We have [security deletion] the military program 
for Cuba, this year. Now, if the Cubans are using those weapons to 
protect their installations, their bases, their defense areas, or what- 
ever else is included in this particular category here, the point I am 
making is, how can you distinguish between defense against a threat 
from a foreign source and a threat from an internal source? 

Colonel Hanrorp. That would not be just in times of emergency. 
This grant equipment as we mentioned before is not for the mainte- 
nance of any internal security of the Government today, unless there 
was positive indication that there was an attempt at subversion by 
some Communist element. As it stands today, that equipment is 
being used and the personnel trained for future use and not in the 
instance of any particular protection of any particular base today. 

Mr. Bentuey. Do you mean if the Castro rebels attacked the Cuban 
military base, at the present time, that the Government wouldn’t use 
these weapons to defend that base? We have made representations 
that they should not use it. Recently. With what result? 

Colonel Hanrorp. To my knowledge they will not use it. How- 
ever, I will say this, sir, for example, and it is the same case as in 
Tunisia; it is somewhat difficult to separate the military assistance 
program equipment, and the equipment that the particular country 
itself might place into the force objective. They bought for example, 
some F-47 aircraft, fighter bombers, and placed them in the force 
objectives. We feel by the inclusion of that equipment in the force 
objectives, and the agreement to the prohibition of its use for any 
mission other than missions important to the security of the 
hemisphere, that we do have some direction in its use and we can say 
that a particular government should not use this equipment for this 
purpose. 

Mr. Brentuey. I appreciate your observations, Colonel, but in view 
ot the assurance you just gave to my colleague, Mr. Hays, I don’t 
think any of you gentlemen can sit there and tell us that if the Batista 
government felt itself in danger of being overthrown that it v ouldn’t 
use all available resources to protect itself in power regardless of what 
prior commitments were made. 

Colonel Hanrorp. I would have to agree to that, sir. 
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Mr. Rusorrom. I think if that showdown comes, the government 
should consider its obligations under the agreement for the use of that 
equipment. 

(Security deletion.) 

Mr. Bent.iey. To get back to Cuba, I thought these clarifications 
would be helpful in view of the assurances which you got. When 
the final showdown comes we will find it very difficult to try and 
actually prevent—we could enjoin and all that sort of thing, but we 
would find it very difficult to say that they could not use those 
weapons, and carry out our directive. In fact I am at a loss to see 
how we could enforce an enjoinment of that type. 

Mr. Rusorrom. Well, I say this, that we have had a long, and, 
I think honorable record of cooperation with Cuba. We have very, 
very unusual ties with Cuba as everybody around this table knows. 
I think Batista is an individual who has been highly respected in 
times past and at one time was probably treated as a hero in his 
country. He has lived in this country during times of exile from Cuba. 
I think Batista has a responsibility himself and the Cuban Govern- 
ment does, to consider the problem which is created for the United 
States if this equipment is improperly used and in violation of our 
agreement. 

Mr. Bentiey. Of course, Mr. Rubottom, this can’t be a new prob- 
lem because we must have had the same situation in times past in 
Venezuela, in Colombia or anywhere else where, apparently, an un- 
popular government tried to maintain itself in power against a popular 
movement, a government which was receiving aid from this country, 
so we are not meeting this problem for the first time. 

Mr. Rusotrtrom. That is correct, but we are meeting it in a far 
more intense way than we have in times past because the Cuban 
revolutionary, insurrectionary, and opposition propaganda has 
captured this idea and is making the most of it. We have not even 
begun to approach having such a problem in these other situations 
and in other countries as we now have in this particular connection. 
There have been times when guerrilla activities, for example, in 
Colombia reached such a point that we had to consider the kinds of 
equipment the government wanted to buy, mind you, in addition to 
whatever they might have gotten under the aid program. Even ata 
time when Colombia was participating with us in the war in Korea. 
That is the kind of problem we are up against. I alluded to it in the 
case of Cuba, awhile ago. It is a problem that really requires a lot 
of soul-searching and it requires, 1 think, the assumption of major 

responsibilities on the part of the host government—the recipient 
government, that is, as well as ourselves. 

Mr. Bentiey. We have to be careful in our responses if we are 
asked for assurances. Would you agree on that? 

Mr. Rusorrom. I would certainly agree on that. 

Mr. Bentiey. Thank you, very much. 

Thank you, Mr. Chairman. 

Acting Chairman Morgan. Mr. Fascell. 

(Security deletion.) 

Mr. Fasceti. And that brings up another point, Mr. Secretary. 
We had a little briefing in here the other day on the situation in Cuba 
and after listening to your testimony and after listening to the people 
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who were before us, I am not sure what the situation is nor am I sure 
what the United States position is. 

I was left with this distinct impression as a result of the conference 
we had here a couple days ago and that is that we were treading on 
eggshells as far as the United States was concerned. 

(Security deletion.) 

Mr. Ruzorrom. Congressman, I don’t think there is any difference 
between the impression we meant to convey the other day when the 
Deputy Assistant Secretary, Mr. Snow, and Mr. Wieland came over 
and talked to you and what we are trying to convey today, although 
the situation in Cuba changes by the hour, as you well know. 

(Security deletion.) 

Mr. Rusorrom. The New York Times and other publications 
have been quite critical of our Ambassador and of the Department 
for advocating the peaceful solution there by elections. 

Obviously we had in mind elections that would be acceptable to 
the Cuban people and that could be held out to the public at large 
as elections that were worthy of the name. 

We are really in the middle, just as you said awhile ago and we are 
attacked no matter what we do. You have tens of thousands of 
Cubans living in the United States—some in your territory. All 
we can do is try to follow our conscience and bear in mind what our 
responsibilities are to all of the people. 

(Security deletion.) 

Mr. Fasce.u. I can appreciate that and I don’t blame you a bit. 
[ am fully aware of what the problem is and what position the United 
States must be in but it doesn’t change the fact that Batista is going 
to go out and get his arms wherever he can to beat off the rebels. 

Mr. Rusortom. That is right. 

Mr. Fasceitu. Let me ask Mr. Atwood about a statement that he 
made. 

Dealing with the economic assistance in these countries you say: 

I think we should consider, as a supplement to technical cooperation, long-term 
loans of finance development in the neglected fields of economic and social de- 
velopment. 

That is on page 14. Increased types of funds from Export-Import 
Bank, International Bank, and so forth. 

Then you say we took care of this with the Development Loan Fund, 
and we are going to work out of this. Its use can be of paramount 
importance. 

But then you say: 

I want to emphasize strongly that a far better balance than exists today must 
be achieved if a breakdown is to be prevented which would put victory within 
the Communist grasp. 

Which means, I think, that you are not getting a fair shake within 
your own Department for Latin America. This is contrary to what 
I understood the Secretary to have said, which is that there is $75 
million in applications and Latin America is going to get equitable 
consideration out of the Development Loan Fund. 

Mr. Arwoop. Well, Mr. Congressman, I didn’t intend to give that 
impression. I feel the same way as Mr. Rubottom stated, that the 
Development Loan Fund can do this job. 

Mr. Fascexu. I am convinced of that. The question is, will we 
get the money out of it? 
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Mr. Arwoop. And I think—I agree with him, as it is going now 
it looks as if it can doit. What I said there was that in Latin America, 
a better balance has got to develop. You’ve got to see the results in 
those countries, or a situation will develop where the Communists 
might have a victory. 

Mr. Fasceuy. You are calling for increased emphasis on those type 
programs in Latin America? 

Mr. Arwoop. Yes. I don’t mean to say the emphasis is not being 
given now. I am trying to stress the importance of that emphasis in 
terms of a balanced economic development in those countries. They 
are out of balance now. There is nobody can argue about that. 

Mr. Fascetyi. You are talking about economic conditions within 
the individual country? 

Mr. Arwoop. Economie conditions in the countries are out of 
balance. 

Acting Chairman Morean. Any further questions? 

Mr. Zastockr. Mr. Chairman, I have just a couple of questions I 
would like to have clarified for my own understanding. 

Colonel, you stated that it is the policy of our military assistance 
program—specifically now for Latin America—not to use our aid for 
internal security. 

Colonel Hanrorp. Unless there is specific evidence of Communist 
subversion in the area. 

Mr. Zas.ockt. That is pretty difficult to ascertain. 

Colonel Hanrorp. For example, I can bring you one recent case 
where the disruption came about in the general strike in Chile last 
year. 

Actually that Government requested permission to use the military 
assistance equipment in the country to suppress the disturbance in 
the area. The provisions of the agreement were pointed out to them 
and they did not use the equipment. 

(Security deletion.) 

Mr. Zasxockt. Any country that has an unstable military or 
economic or political situation can very well contribute to a mutual 
defense program in any hemisphere, whether it is Western Hemi- 
sphere or any other region in the world; isn’t that true? 

Colonel Hanrorp. I agree; how ever, we feel in Latin America 
these countries are able to maintain their own internal security, as 
pertains to stability of government. 

Mr. Zastocki. That brings me to this question, Colonel: Would 
you care to comment on the proposal made by the gentleman from 
Costa Rica that we discontinue or put a moratorium on arms? In the 
final analysis it is understood—and I guess it is a logical conclusion— 
if there should be an act of aggression, the United States or some 
country larger than the countries in that area will have to come to the 
defense of the country, or will have to contribute to repel aggression, 
Is that true? 

Colonel Hanrorp. I brought that out earlier in response to a 
question. However, Ambassador Facio made the proposal to the 
Organization of American States, and it was not well received by the 
other Latin American countries who feel their sovereign ability to 
maintain armed forces is their own right. 

(Security deletion.) 
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Mr. Zastockt. Would that argument you have just given apply to 
the three countries where our military assistance program has been 
reduced? That is the proposed or estimated program of 1959 or 
1958—that is these three countries? [Security deletion.] 

Colonel Hanrorp. Yes, sir. The military assistance there, for 
example [security deletion] furnished the major end item facilities 
like the naval ships and aircraft. 

They bought aircraft from us and put them in the force objectives. 
The military assistance provided for those particular countries is 
—— for maintenance. We don’t anticipate that they will get much 
arger. 

Mr. Zasiocki. Therefore, the assistance we have given them was 
sufficient. Any future assistance is only to maintain the strength they 
now have. They are up to the limit of their capabilities as far as 
contributing to the defense of the Western Hemisphere is concerned. 

(Security deletion.) 

Colonel Hanrorp. The military assistance program objectives are 
what the Chiefs specifically want at this particular moment, but for a 
long-range program, the strategic forces are what they would like to 
see, although they don’t anticipate we should support them, but that 
it should be a combination of grant aid and purchase of equipment. 

Mr. Zastocki. Mr. Chairman, lest it be thought that I am more 
interested in the military, Mr. Atwood, I think if you were not asked 
questions, it is because we are totally sold on that technical assistance 
program. We are a little bit dubious about the emphasis put on the 
military. Therefore, that explains the lack of questions addressed 
to you. 

(Security deletion.) 

Acting Chairman Moraan. Mr. Bentley. 

Mr. Bentiey. One more question, if | may, Mr. Rubottom. When 
I was down in Puerto Rico some years back, they had a great belief 
down there that they should serve not only as a window, a showpiece 
of democracy for Latin America, but they should also both culturally 
and economically serve as somewhat of a link between Latin American 
countries and the United States. 

Is the Commonwealth government entering into any of these pro- 
grams at all as a unit? 

Mr. Rusortom. I think they are playing a very important part, 
particularly in the technical cooperation program, and if you want to 
hear any detail about it, Mr. Atwood could tell you. 

Mr. Benruey. I don’t want to hold the committee up because the 
hour is late, but I wonder if you could submit a statement for the 
record, Mr. Atwood, as to what part the Commonwealth government 
is playing in this field of cooperation, and I ask that that statement be 
incorporated in the record, Mr. Chairman, when it is received. 

Mr. Atwoop. We will be glad to. 

Mr. Bentuey. I made a request that this memorandum which I 
have asked them to submit regarding the cooperation and participation 
of Pueto Rico in the technical cooperation program be made of the 
record when it is received. 

Acting Chairman Morean. Without objection, it is so ordered. 

(The information requested is as follows:) 
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PARTICIPATION OF PurErTO Rico In THE TECHNICAL COOPERATION PROGRAM 


Puerto Rico has enthusiastically and effectively cooperated in the technical 
cooperation program since the inception of the program on a worldwide basis in 
1950. Puerto Rico has itself made outstanding gains in community development, 
road construction, and many other aspects of economic development and thus 
has solved or is solving a number of development problems similar to those con- 
fronting the underdeveloped countries. Accordingly, in a number of instances 
training in Puerto Rico is at a more practical level with respect to specific problems 
to be solved than similar training in the continental United States. Other advan- 
tages of Puerto Rican participation in the program include training in Spanish 
through which we are ae to reach many applicants who are qualified technically 
but who do not speak English, and dispelling the misconceptions which many 
foreigners have regarding charges of United States colonialism. 

The program in Puerto Rico was conducted on a comparatively small scale 
from its beginning in May 1950 until the conclusion of a contract between the 
administering agency of the program and the Commonwealth in June 1954. 
Under this contract Puerto Rican participation was significantly increased with 
provision for academic and inservice training in such fields as agriculture, housing, 
education, community development, public health, public administration, trade 
and industry, labor relations, natural resources development planning, and 
economic development. The training is being given through existing institutions 
in Puerto Rico. 

The contract includes four appendices. The first provides for participants on 
a worldwide basis for short observational type training in all vocational fields in 
which Puerto Rico has competence; the second provides for vocational and other 
training for participants from the Caribbean overseas territories; the third for 
graduate training in public health; and the fourth for labor leader training. Asa 
further indication of its strong interest in the program, upon renewal of the 
contract in June 1957, the Commonwealth expressed its desire to assume directly 
all costs in connection with appendix I. We, accordingly, do not contemplate 
the allotment of MSP funds for these activities in future years. 

Since the program started in Puerto Rico in 1950, approximately 4,000 par- 
ticipants have been trained there from all parts of the world. As of March 31, 
1957, some 3,800 had been trained under the bilateral program with the balance 
under the sponsorship of the OAS, the United Nations, and private foundations. 
Of the total, more than 2,500 came from Latin America and the Caribbean area. 

In fiscal year 1959, it is planned to further expand the training program in 
Puerto Rico. There is $515,000 proposed for such training in fiscal year 1959 as 
compared with $320,000 in fiscal year 1957 and $445,000 in fiscal year 1958. It is 
planned, for example, to further extend the training in the field of economic 
development through economic seminars, and agreement has been reached with 
the Commonwealth to hold the first of these seminars in September 1958. 

An interesting related fact to the foregoing, is that Puerto Rican participation 
is not limited to the provision of its training facilities, since there are also currently 
25 Puerto Rican technicians working in the mutual security program in several 
Latin American countries. 


Mr. Fasce.iu. Mr. Atwood, regarding the table at page 11 in your 
statement you have a rundown on the Export-Import Bank, the 
International Bank for Reconstruction and Development, Public 
Law 480, and the Smathers fund. 

I assume therefore, there was no program out of the Development 
Loan Fund for Latin America in this fiscal year. 

Mr. Atrwoop. Well, that is true, September 30, 1957. There were 
no DLF funds obligated. They weren’t available. 

Mr. Fasce tu. Is there any program for this fiscal year for Latin 
America out of the DLF funds? 

Mr. Arwoop. There is no program as such because under the 
legislation of the DLF, it is not programed, country by country. 

Mr. Fasce.u. It is question of application. 

Mr. Arwoop. As the Secretary said, there are applications in now 
totaling up around $70 million or $75 million. 
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Mr. Fasce.u. But none have been acted on or are expected to be 
acted upon within this fiscal year. 

Mr. Arwoop. Yes, there are. 

Mr. Fasce.u. There are some. 

Mr. Arwoop. Yes. 

(Security deletion.) 

Mr. Fascetyi. Now, those are matters which come clearly within 
the DLF, and are not in the scope of IEB, or IRBD. 

Mr. Arwoop. That is right. 

Mr. Fasceiyi. Are they matters which would come within the 
concept of the so-called Smathers amendment? 

Mr. Atrwoop. Under the Smathers amendment, it was to be used 
for education, health and sanitation, and for resettlement and 
migration. In connection with resettlement and migration, there 
were some of the Smathers funds used for roadbuilding, in connection 
with the settlement—— 

Mr. Fasceuu. Purely as an incidental matter. 

Now, does the Department still take the position that all of the 
things that can be acc omplished or were accomplished by the Smathers 
fund will be able to be accomplished out of the Development Loan 
Fund? 

Mr. Rusortom. I would say “Yes.” 

Mr. Fascetu. And that the prospects for the next fiscal year on 
applications which are now pending would indicate that a fair state- 
ment is that Latin America will get a fair proportionate share of money 
for those purposes out of the Development Loan Fund. 

Mr. Rusortom. Yes, sir. 

Mr. Atwoop. Yes, sir. 

Mr. Fascet. And the Department then is consistent in its posi- 
tion that it is opposed to earmarking funds by legislation. 

Mr. Rusortom. Yes, sir. 

Mr. Fasce.tu. Exe ept in a broad, general purpose. 

Mr. Rusortom. Yes, sir. 

Mr. Fasce.u. Based on the theory, as I understand it, thet this 
ties your administrative flexibility. 

Mr. Rusortom. That is right. 

Mr. Fascety. That is all. 

Acting Chairman Morean. Thank you, Mr. Secretary, Mr. 
Atwood, and Colonel Hanford. 

The committee is adjourned until 2:30 this afternoon. 

(At 1:45 p. m., the committee adjourned, to reconvene at 2:30 p. m., 
of the same day.) 

AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., in room G-3, United 
States Capitol, Washington, D. C., Hon. Thomas E. Morgan (acting 
chairman) presiding. 

Acting Chairman Morean. The committee will be in order. 

This is a continuation of the hearings on the Mutual Security Act 
of 1958 which includes authorizations for the fiscal year 1959. 

Our witness this afternoon is the Honorable John F. Floberg, 
Commissioner, Atomic Energy Commission. 

You have a prepared statement, Mr. Floberg? 
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STATEMENT OF HON. JOHN F. FLOBERG, COMMISSIONER, UNITED 
STATES ATOMIC ENERGY COMMISSION 


Mr. FLosere. Yes, Mr. Chairman, I have a paper which I believe 
has been distributed to the members of the committee. 

Acting Chairman Morean. You may proceed, Mr. Floberg. 

Mr. Fiosere. Thank you. 

It is a pleasure to appear before you today to support a program 
which, though it involves relatively few dollars, is yielding lene 
dividends of good will and benefits throughout the world. I refer to 
what has become known as the foreign atoms for peace program, both 
in a multilateral as well as a bilateral sense, which is covered in 
section 419 of the bill before you and for which we request appropria- 
tion authorization of $5.5 million in this coming fiscal year. 

Although the program was conceived as one of benefit to other 
nations by assisting them in the development of the peaceful uses of 
atomic energy, we expect to derive from it an everincreasing flow of 
scientific information of interest and of value to the United States. 

In broad terms, three major items are involved: 

The first calls for a continuation of the program instituted by the 
President in 1955 of assistance to other nations, on a bilateral or 
multilateral basis, in acquiring research reactor projects by funding 
up to one-half of their cost—to a limit of $350,000. 

The second, inaugurated this fiscal year, involves financial assist- 
ance for the acquisition of nuclear research and training equipment 
such as radioisotope laboratories and subcritical assemblies. 

The third provides for assistance by United States atomic energy 
experts in advising other nations on their programs of nuclear science 
and technology and in making the surveys and studies necessary to 
assure that requested financial assistance can be used effectively. 
If I may interject at this point, Mr. Chairman, one comment. One 
of the most effective methods of this type of operation is the multi- 
nation symposium such as the very successful inter-American sym- 
posium held in the spring of 1957 and tentatively we are planning 
another similar symposium and inter-American meeting in 1959. 

To date, funds have been committed for research reactor project 
grants to nine countries: Brazil, Denmark, Greece, Italy, Japan, the 
Nethe rlands, Portugal, Spain, and V enezuela. 

The Brazilian project has been completed and their reactor is now 
in operation. I was present in Sao Paulo a few weeks ago at the 
dedication of this fine tool for nuclear research and training, which 
will serve the great university there. 

In addition to commitments which have been made to Greece and 
Italy in this fiscal year to date, we are now preparing to commit funds 
for grants to Israel and Sweden, and expect before June 30 to make 
commitments to from 3 to 5 additional countries. 

In the coming fiscal year we expect that at least 10 additional 
countries will submit satisfactory proposals, and for that reason we 
have included in our authorization request the sum of $3.5 million. 

I should mention here that although the United States offer involves 
funding of one-half the cost of a project to a limit of $350,000, in no 
case to date has the $350,000 proved sufficient actually to cover one- 
half of the cost which, on an average, has exceeded $1 million per 
project. I think it fair to say, however, that the stimulus provided 
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by the amount we contribute has been a powerful and, in many cases, 
the basic motivating force in accelerating the development of nuclear 
research facilities in the countries which have participated and are 
planning to participate in this program. 

Research reactors, although important, involve only one phase of 
the peaceful atomic-energy field. Also important in nuclear research 
and training are radioisotopes and the equipment needed to put them 
to use in studying the life sciences; in developing medical diagnostic 
techniques; in the study of plant and animal life, and so forth. 

Examples of what is done under this part of the program are the 
furnishing of necessary laboratory equipment and training tools for a 
radioisotopes course to be given in Ecuador next month, and of pro- 
viding equipment for a similar course of training now in progress at 
the American University at Beirut, Lebanon, with instruction being 
given by two instructors furnished bythe Atomic Energy Commission. 

The final item of $300,000 provides for technical, advisory, and 
evaluation services to friendly foreign nations (particularly those just 
launching their programs) in all phases of the peaceful uses of atomic 
energy. Emphasis is laid to evaluating proposed projects and making 
recommendations as to those which seem feast suited to a country’s 
scientific, economic, and technological capabilities. An example of 
this activity is a recently completed study requested by the Govern- 
ment of Colombia, in which two United States scientists reviewed 
and made recommentations on the conduct of that country’s atomic 
energy program. 

Although the Commission’s particular interest is in the program 
I have been describing, I should mention that funds appear elsewhere 
in this bill to provide for the training of foreign students in nuclear 
science and engineering. The Commission endorses this training 
program wholeheartedly. In many areas of the world, train- 
ing a suitable cadre of nuclear scientists and engineers is a prerequiste 
to any assistance which can be furnished under the program before you. 

Finally, I would like to enlarge somewhat on a point mentioned 
briefly a little earlier, and that is—this program is definitely not all 
one way. In every case in which we provide assistance, either for a 
research reactor project or for radioisotope or other nuclear research 
equipment, we arrange to be provided with information of scientific 
value derived from the research which will be conducted by the 
recipient countries. In effect then, this program represents an 
enlargement of our own research program and we expect to receive 
a growing volume of useful and important scientific data from it. 

I have limited my remarks to the highlights of the program. How- 
ever, both I and the members of the Commission’s staff present here 
will be glad to answer any questions you may have. 

Acting Chairman Morcan. Thank you, Mr. Floberg. 

This program then has three phases. It helps finance the costs of 
research reactors of the friendly nations, it furnishes training in the 
United States, and provides research and training equipment. Is 
that all it does? 

Mr. Fiosera. That is correct, sir. 

Acting Chairman Morcan. You say there are programs now 
operating in nine countries? 

Mr. Fiosera. They have research reactors that have been author- 
ized or are in various stages of construction or operation. The first 
one that went into operation was the Brazihan one. 
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Acting Chairman Morcan. How many are operating now, just the 
one? 

Mr. Fioserc. That is the only one that is actually in operation. 
However, before the snow flies again—and this might be an optimistic 
statement judging by the last month or so experience——there will 
be 2 or 3 more in operation. 

Acting Chairman Morean. What will be the next country? 

Mr. Fiopera. West Germany will be the next one. Spain in about 
September and Japan late in the fall or early in the winter. 

Acting Chairman Morean. Thank you, Commissioner. 

Mr. Vorys 

Mr. Vorys. It is very interesting. I have no questions. Thank 
you. 

Acting Chairman Moraan. Mr. Burleson. 

Mr. Burueson. Mr. Floberg, what necessary changes, if any, in 
the present law will be necessary before this program in its entirety 
can be supplied? 

Mr. Fiosera. None, sir. 

Mr. Burueson. This does not tie in with this issue that is now 
before us, or rather that is before the Senate, in the sharing of nuclear 
weapons secrets? 

Mr. Fiosere. No, sir. 

Mr. Burteson. In other words, you have answered that, insofar 
as this program is applicable, no changes in the Atomic Energy Act 
will be necessary? 

Mr. Fioserea. That is correct. No changes are involved in this 
program at all. That is a completely separate subject and it is being 
handled separately by the other committee. 

Mr. Burteson. Thank you, Mr. Chairman. 

Acting Chairman Mora@an. Mr. Fulton. 

Mr. Futton. Do you think the program should be expanded over 
its present rate? 

Mr. Fiosere. I believe its present rate is a satisfactory rate, given 
the facts that we must recognize to be facts. In other words, I think 
that the state of nuclear development of these countries is such that 
we have an adequate, sufficiently ambitious, but not overly ambitious 
program. 

Mr. Futron. Do you have any experience on determining what 
kind of reactor to sponsor? Are you trying to sponsor the experi- 
mental-type reactors, looking to the future, or are you more emphasizing 
the current industrial use type reactor, such as we have at Shipping- 
port, Pa.? 

Mr. Fiosere. These are research reactors. They are not experi- 
mental in the sense there is anything unknown about the reactors, 
themselves. These are reactors that fall into particular models and 
types so that any one in one country will not be markedly different 
from the ones in other countries. There will be differences between 
them but generally speaking they are of a family of research reactors. 

The purpose of them is to generate new knowledge and also to 
train people in the operation of reactors. They are all small scale in 
comparison with the one at Shippingport. 

Mr. Fuuton. There are no reactors then for industrial purposes or 
general purpose power? 

Mr. Fioperc. These reactors are all in the 5 megawatt class and 
that is nothing in terms of power generation. 
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Some of these countries, I might add, however, have forward looking 
programs for installation of power reactors. In Brazil, for example, 
for some time there has been under consideration the installation of 
something like a 22,000-kilowatt reactor. Whether this will actually 
come about or not is something we can’t say now, but other countries, 
West Germany, for example, have a program in mind for development 
of power r-producing reactors, and this is true of other countries who 
are participating in this program with us. 

Part of the whole purpose of the program is to lay a foundation so 
that the peaceful applications of the atom can grow in these countries. 

Mr. Futron. You then have not had the problem that the Atomic 
Energy Commission has had at home legislatively when they have 
tried to have a determination on the House floor of the type of reactor 
that should be built? 

Mr. Fiozsurea. No, sir; that problem has not arisen in connection 
with this program at all. 

Mr. Fuuton. So there is no question then in your agency of the 
atoms for peace abroad, on the type of reactors that we should be 
sponsoring? 

Mr. Fiopera. Not the type of research reactors. We have not 
reached chapter II of the book yet, which is the power-reactor program 
that you are talking about and someday we may have to ios this 
particular problem, but that certainly is something to be anticipated, 
but not to be looked upon at the moment. 

Mr. Fuuron. That is the type distinction I am trying to make for 
the record so that we do get a specific look at the particular field that 
you are working in, as distinguished from the general disputes there 
have been on industrial-type reactors. 

Mr. Fiopera. There has been no dispute in connection with these 
at all, sir. 

Mr. Fuutron. Thank you very much. That is all. 

Acting Chairman Morean. Mrs. Kelly. 

Mrs. Keuuy. Thank you, Mr. Chairman. 

Mr. Floberg, in answer to Mr. Burleson’s question that there was 
no need for a change in the basic law, do I understand that this pro- 
gram of research reactors will not give these countries the know-how 
or the ability to produce a nuclear weapon? 

Mr. FLoperc. These reactors would not; no, ma’am. 

Mrs. Keuiy. Could it possibly lead to it? 

Mr. FLonerc. Well, in the most advanced stretching of that ques- 
tion, I would say the more people learn about nuclear science the 
more their overall capabilities are increased. 

On the other hand, these are branches of human knowledge that 
are hard to prohibit anybody from acquiring. In fact, it is impossible 
to prohibit them from acquiring these particular knowledges. 

The basic knowledge that is going to be acquired through the use 
of these reactors and other tools will be peaceful knowledge. Con- 
ceivably this knowledge can be projected into a wider branch of know- 
how, but it would not be by any direct application of any knowledge 
that is acquired in here. It is just the fact that people become better 
educated and it makes them smarter all the way around. But there 
is no direct relationship whatever between this program and the pro- 
duction of nuclear weapons by anybody. 

Mrs. Keiuy. Thank you, Mr. Chairman. 
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Acting Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Mr. Floberg, does the $3.5 million which is mentioned on page 2 in- 
dicate the total request you are making? 

Mr. Fiospere. No; this is 3.5 of the 5.5. 

Mrs. Cuurcu. It—for 10 additional projects. 

Mr. Fiosera. Ten reactors; yes. 

Mrs. Cuurcu. What is the total amount to be spent? 

Mr. F.ioserre. $5.5 million is the total amount of the request at 
this time. 

Mrs. Cuurcu. If the countries in which we install these research 
reactors become proficient in their use, do you anticipate a time when 
we will be asked to finance the building of plants to make use of the 
principles which have been perfected? 

Mr. Fioxperca. That is a conceivable thing, but I would say the 
knowledge to be developed in the use of these research tools will 
generate potential customers for American industry; as far as the 
power reactors we discussed a few minutes ago are concerned, this is 
certainly no part of any program for financing anything other than 
what is described within the four corners of the program itself. 

Mrs. Cuurcu. I am not condemning the program. I am simply 
wondering whether or not we will be running into the same difficulty 
that the commercial developers of atomic energy are facing at the 
present time, where capitalization has to be so great that they are 
seeking Government help. 

Mr. Fiosera. There is a lot to be learned about this, both at home 
and abroad. It is a new industry. At this time I see no direct rela- 
tionship between the program that we are talking about and any such 
consequence. It is not inconceivable that there would be one some 
day, and years from now somebody may be back here talking to you 
about that, but I do not anticipate that as a part of this program, 
certainly. 

Mrs. Cuurcu. To what useful end is the research being put? 

Mr. Fiopere. It is just getting started, Mrs. Church, so you 
cannot say it is being put to any use yet, but what we can do is antici- 
pate when it will be put into effect. There are a lot of competent 
people in the countries we are doing business with in this program 
and an awful lot of very fertile minds are going to have equipment 
and tools with which they can now go to work, and what additions 
to human knowledge may come out of these programs, one cannot 
anticipate. 

However, knowing the quality of the people, it is certainly fair to 
say that there will be some great additions to the compendium of 
human knowledge as a result of this program. 

Mrs. Cuurcu. We certainly hope that may be. 

Acting Chairman Morean. Mr. Selden. 

Mr. Setpen. Mr. Floberg, what nations are eligible to apply for 
for these reactor projects? 

Mr. Fiospera. Any nation with which we have a bilateral and 
there are about 40 of those. 

Mr. Setpen. On what basis do you select the nations that are to 
receive them? Is there any sort of priority system that you work 
it on? 
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Mr. Fioperc. Well, I do not think a priority system is exactly 
the correct explanation. It is a selective system. 

The countries approach this country for this type of assistance. 
The existence of this program is well known and any country that 
considers itself eligible and ready to participate in a program of this 
type approaches us and we analyze, scrutinize, criticize, and otherwise 
assist in the determination of the eligibility of the country and also 
in the appraisal of the kind of program which best suits that country’s 
requirements. 

Mr. Setpen. How many of those 40 nations that you have men- 
tioned have applied to date? 

Mr. Fiosere. About 15, sir. 

Mr. Srexpen. In other words, we are supplying the reactors almost 
as fast as they apply? 

Mr. Fiozerea. This program is not lagging at this time, as far as 
I know. I think the program, as I tried to indicate in answer to a 
previous question, is a moderately ambitious but certainly not overly 
ambitious one. I believe it is geared to the tempo at which the other 
countries are capable of absorbing it. 

Mr. Seupen. Is this program limited to one research reactor to 
each country? 

Mr. Fiosere. That is correct. 

Mr. Se.pen. Thank you, Mr. Chairman. 

Mr. FLosere. May I add a footnote? Some of these countries 
have other research reactors, but they are not a part of this program. 
That is the country’s own responsibility. 

Acting Chairman Morean. Mr. Pilcher. 

Mr. Prucuer. You have about 9 or 10 now, I believe you said. 

Mr. Fionera. Nine. 

Mr. Pitcuer. And there are about 40 countries who have applied? 

Mr. FLosere. About 13 have applied. Conceivably 40 could. 

Mr. Pitcuer. Conceivably about 25 others could? 

Mr. Fiorera. It is conceivable. 

Mr. Pitcuer. In other words, if the program goes on in the next 
5 or 10 years, as progressively as it is now, it is conceived then that 
there would be about 40 countries who would be rec eiving this? 

Mr. Fiorera. Well, I hesitate to be a prophet in that particular 
respect. I would have some doubt that all 40 countries would ever 
get to the point of applying for a research reactor, for example. 

Now, some of the other tools of research in connection with— 
isotopic research, for example—are considerably less ambitious and 
the fact that we have 40 bilaterals approximately—I am not sure 
that figure is correct to the last country, but that indicates that we 
have confidence in those countries being able to do some kind of job 
or we would not have had the bilateral with them. 

On the other hand, the varying degrees of proficiency might mean 
varying degrees of program. In fact, it will mean varying degrees 
of program. 

Mr. Pitcuer. Where is the largest reactor you have put in, in 
Brazil? 

Mr. Fioserea. Brazil is a standard swimming pool type, 5-mega- 
watt-class reactor, and I think that the others are all in that same 
general class. 
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Japan’s is 10 megawatt, and the others vary in there, between— 
most of them are in the neighborhood of 5 megawatts, which is the 
same size I am speaking of. 

Mr. Pitcuer. Now, if Japan or Brazil makes the progress the Com- 
mission hopes for them to make, then within just a few years the idea 
of the whole thing is finally to turn it into industrial use? 

Mr. FLosere. The purpose of this program is to develop a know- 
how and a capability to use the atom in more ambitious ways. 

Mr. Pitcuer. Then, of course, they would have to have a much 
more powerful setup. 

Mr. Fiopere. Yes, sir. These are only tools. These do not gen- 
erate any noticeable amout of useful power. 

Acting Chairman Morean. Mr. LeCompte. 

Mr. LeCompre. I have no questions at the moment, Mr. Chairman. 

Acting Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Floberg, when will West Germany get a reactor? 

Mr. FLosnere. Sometime this spring. 

Mr. O’Hara. Has East Germany a reactor furnished by the 
Soviets? 

Mr. Fiopera. Yes, sir, they do. 

Mr. O’Hara. How long have they had it? 

Mr. FLopera. We are resorting to a little guesswork here, sir, but 
I think it is about a year. 

Mr. O’Hara. I thought it was about 2 years. They are 1 or 2 
years ahead of us. 

Mr. Fiosera. That could be. 

Mr. O’Hara. How does that come about? What accounts for 
the lag? 

Mr. Fiosere. I cannot explain the chronology of the West German 
lag, and I cannot compare the chronology to the East German chro- 
nology, sir. 

Mr. O’Hara. We were told, I think, that we suffered considerable 
loss of prestige in Western Germany because before we were even 
thinking about furnishing any reactor to West Germany they had 
one in East Germany. 

Mr. Fiozere. Well; this program started in 1955, so that means it 
is not more than 3 years old. I do not know what time in 1955 it 
started so it is something less than 3 years, probably, and we would 
have had to have our program with West Germany organized very 
early in this whole program in order to have a reactor over there 
by now. 

As a matter of fact, West Germany did come pretty early in the 
program because their reactor will be going critical this spring. It 
takes some time to design, install and construct these reactors. 

Mr. O’Hara. Our action was spurred somewhat, was it not, by the 
reactor in Kast Germany and the repercussions upon scientific think- 
ing in that area? 

Mr. Fiopere. I cannot quarrel with that statement, sir. 

Mr. O’Hara. I remember some statements along that line were 
made on the floor of the House as much as a year ago. 
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Mr. Hatu. Mr. O’Hara, I think one point should be made and that 
is, it is true West Germany in terms of this program will have one 
reactor in operation. It may be in operation now, but the Western 
German Government plans to have a reactor in operation in West 
Berlin, a reactor in Munich, a reactor in Frankfurt and they plan a 
reactor in Hamburg. So in terms of the program—and these reactors, 
Mr. O’Hara, are purchased from the United States, as a direct conse- 
quence of this program. However, it is true that it is possible that 
the reactor under this program was a little behind the East German 
reactor. 

In reference to the overall program, which includes the leasing of 
the fuel for all these reactors by the United States—we have, I be- 
lieve, four reactors in operation or will shortly be in operation in West 
Germany, stimulated by the entire objectives of the overall program. 

Mr. O’Hara. Perhaps I should explain the reason for my question - 
ing. I remember in the report of one of the committees on some 
legislation we passed last year, the committee went to considerable 
length in the report into the favorable impression the Soviets had 
made because they had the reactor in East Germany and thus were 
attracting the scientists of the area, all unfavorably to us because 
there was no reactor in our zone. 

Mr. Haut. I think this came up, Mr. O’Hara, in reference to the 
necessary amendment of the Atomic Energy Act to provide for a 
reactor in West Berlin and a great deal of that was stimulated by the 
fact that a reactor had been established in the Eastern Zone of 
Germany. 

Mr. O’Hara. It was a very interesting report, as I recall. 

Mr. SeitpeNn. I note on page 2 of your statement, Mr. Floberg, 
you did not list West Germany. Was that purposely or inadvertently 
left off? 

Mr. Hatu. The actual obligation for funds for West Germany, I 
would expect, will happen in the next several weeks. But the pro- 
cedure followed in terms of the question I believe you raised earlier, 
how do we administer the funds; how is the selection made—is that 
in this particular case the West German Government independently 
went ahead with two other projects before they made a final decision 
on the project which would be a part of the presidential program, and 
so strictly speaking, West Germany will not be obligated in terms of 
this program, I believe, within several weeks. 

Mr. SeLpen. Are we going to pay for one they have already 
built? 

Mr. Hau. The reactors I have referred to they have paid for 
themselves. The reason West Germany is not listed here is that the 
particular reactor under this program, as yet we have not obligated 
the funds which means in terms of the formal determination they are 
eligible, that determination has not been made, but I am advised 





Mr. Sevpen. Is the reactor that is being completed this spring the 
one that we are financing? 

Mr. Hatt. Yes, sir. 

Mr. Se.pen. Although we have not obligated the funds for it? 
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Mr. Hauu. The funds were not obligated until the specifications 
and the particular criteria which the Commission—until we are pre- 
pared to declare the reactor conforms with the criteria established by 
the Commission, that is what I mean to say. 

Mr. Se_pEN. Do you mean it is going to be built before you make 
that determination? 

Mr. Haut. I believe in most cases the buildings and the associated 
labor and a great deal of the work is actually done before the integral 
instrument itself is placed in the reactor building. 

Mr. Sevpen. Is that true in connection with the other nine coun- 
tries? 

Mr. Haut. In the case of the other nine countries, all of the formal 
obligation has taken place and { would expect, in, I believe all cases 
listed in the formal testimony, that the reactor unit, including the 
fuel, has probably already been delivered. 

We could not maintain the accuracy of the record by listing West 
Germany because we have not delivered any fuel nor have we made 
the formal determination. 

Mr. O’Hara. Mr. Chairman, I would like to get this clarified. My 
recollection is that we passed in the first session a public law providing 
for the furnishing to West Germany of this reactor. 

Mr. Hauu. That was West Berlin, Mr. O’Hara. 

Mr. O’Hara. I remember now. The legislation was necessary 
because West Berlin was not a Federal Government. Thank you 
very much. 

Mr. Hau. There was a peculiar juridical situation which required 
an amendment to the act. 

Acting Chairman Morean. Mr. Coffin. 

Mr. Cowra. Mr. Floberg, what criteria are there for extending 
this type of assistance to the additional 27 or 28 countries which 
would be in the list of 40 with whom we have bilateral agreements? 

Mr. Fioserec. Well, the capability of the individual nation of 
absorbing the research tools in question is the major test. 

As I tried to indicate in answer to a previous question, there are 
varving degrees of scientific and nuclear sophistication among these 
countries and we anticipate that all of them will have some degree or 
we would not have made the bilateral with them. 

However, since it will vary, since it will not be equal, the capabilities 
of the country to use the tool to advantage will be a major factor. 

Mr. Corrr. Are these all affiliated with a university or are they 
separate enterprises? 

Mr. Hau. It varies throughout the world, sir. In the case of 
Brazil the reactor is affiliated with the university. In the case of 
several-other countries they have developed a new national project 
of which the research reactor is an integral part. I think on balance 
you will find that either planned or in operation the research reactors 
are closer to existing universities. 

Mr. Corri. Are there some countries among the 40 which have a 
very limited number of scientific personnel equipped to plan and 
work with this new tool? 

Mr. F.Lopera. Yes, sir, they vary in competence and overall 
capabilities. 

Mr. Corrin. That is why you spend part of this money to bring 
students here or to train them in nuclear science? 
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Mr. Fiospere. That is correct, and some of the students we train 
here will be to a large extent the cadre of people who will operate 
research tools in their own countries. 

Mr. Corrtn. Now, is there a point beyond which you don’t go? 
That is, where the country would have so few scientifically educated 
people that the problem would be that of bringing into being an 
entire cadre? 

Mr. FLosera. That would not be inconceivable to me, sir. I would 
think there could be somebody on the list of whom that could be said 
to be true. I can’t think of anybody offhand, but that might well be. 

Mr. Corrtn. Our object is not necessarily to see that there is a 
reactor and subcritical equipment and all the rest, in every one of the 
40 countries, regardless of the existence of a basic corps of educated 
scientists? 

Mr. Ftioserca. No, sir. 

Mr. Hau. Could I comment on that point, sir? One reason that 
this category of authorization has been requested on equipment is to 
meet that precise point because many countries in terms of their 
sophistication in this business require so much training that it is 
obvious that first steps and maybe the only eventual type of activity 
would be in the fields of medicine and biology using isotope tech- 
niques and the type of reactor characterized as a subcritical assembly. 

I think it is quite possible in looking ahead that all countries even- 
tually will not have a research reactor. 

Mr. Corrin. What I was trying to get at was something that we 
can use perhaps in the debate on the floor in answer to the question, 
how long will this program last, or what can we expect in the future. 

I take it you don’t have an absolute answer at the moment. 

Mr. F.iozpera. There is no absolute answer; no, sir. This would 
get into the realm of prophecy again which would make it hard to 
come up with a definitive reply, but I believe the program is a realistic 
one and it is geared realistically to capabilities. 

Mr. Corrtn. Now, can you tell me in answer to a final question, 
how is this program being received in the recipient countries? 

Mr. Fiozere. Well, to our knowledge, it is being received very 
well. I can speak with personal experience regarding Brazil where I 
know we made a very favorable impression in the scientific community 
by our cooperation with the university at Sao Paulo, and I have no 
reason to doubt that it is being received with equal welcome in other 
countries. I would like, however, to verify my impression with the 
staff members here. 

Mr. Hatt. I think without a doubt, sir, that although this is a 
modest program it created a type of enthusiasm particularly in the 
scientific community throughout the world that no program that I 
am familiar with has. 

Our program has made it possible for our scientists and the scientists 
of the other countries to start working together with the possibility 
particularly of establishing within each country a type of activity 
which would allow them to have possibilities for their young people 
in this field. 

One of the problems that the United States has faced is, with 
reference to our friends abroad there has been a great tendency for a 
foreign scientist to become attached to our standard of living and with 
no possibility of a future at home. And given the fact that this young 











MUTUAL SECURITY ACT OF 1958 1579 


scientist may be a very talented person and with the possibility of 
making a contribution in his own country. 

So this has, I do think, sir, in its modest way, been very enthusiasti- 
cally received. 

Mr. Corin. We were talking about the Soviet aid in East Germany. 
To what extent is the Soviet carrying on a similar program in other 
countries? 

Mr. Hatt. Well, I think one might answer that by saying that 
mimicry is a criterion of success. They started after we did in terms 
of the bilateral program and as far as I am aware I understand they 
have a similar type of program with every satellite and Communist 

China. 

Mr. Corrin. Does it go beyond satellites? 

Mr. Hatt. That is a difficult question. The only country I am 
aware of that has something similar is Egypt and about a year ago a 
type of bilateral was concluded between the Soviet Union and Egypt 
which included generally the same type of assistance that we are 
discussing here. A research reactor and a radioisotope laboratory. 

Acting Chairman Morean. Mr. Farbstein 

Mr. Farsstrern. Mr. Floberg, we don’t present the reactor to any 
country which has experience or has a reactor within the country 
already, do we? 

Mr. Hatt. I did not understand your question. You say we don’t 
send a reactor to any country 

Mr. Farsstrern. In other words, if a country has a reactor and is 
in this business of creating isotopes, is there an instance where we send 
them a second one? 

Mr. FLoserea. Some of these countries have independent programs 
through which they have bought and installed research reactors inde- 
pendent of this program and we are cooperating with them through 
a reactor purchased under this program; yes, sir. 

Mr. Farssrern. Let me see if I understand you correctly. A 
country has a reactor and it is functioning? 

Mr. Fioserea. That could be true; yes, sir. 

Mr. Farsstrern. Despite that fact, we make the presentation of 
another reactor? 

Mr. Fiosera. We don’t make a presentation. 

Mr. Farsstrern. Well, we enter a program as a result which they 
pay half and we pay half? 

Mr. Fiopera. We pay $350,000, or half; yes, sir. 

Mr. Farsstern. So despite the fact that the country may bave 
already started a program, we nevertheless enter into a contract with 
them whereby another reactor is made available to them, is that 
correct? 

Mr. Fiosera. In effect, that is correct, yes, sir. In other words, 
some countries do have the degree of development and the degree of 
nuclear know-how and the degree of atomic sophistication to have a 
program of varying stature, somewhat independent of us but we do 
have bilateral agreements with such countries. 

Mr. Farsstern. Why, if a country has the knowledge and already 
has a reactor and is going on with this program, why do we make a 
contract for another one? 

Mr. Fiosera. Because we can accelerate the development of their 
nuclear capabilities considerably through the assistance we can give 
them through bilateral arrangements. 
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We must recognize that we have the tremendous background— 
we have a tremendous store of knowledge in this area that this country 
has purchased at considerable expense over a decade, now, and we 
can help our friends considerably through this particular program. 
Some we can help more than others because some are more capable 
than others of utilizing the help. 

Mr. Farrstern. Is there any country that has more than one 
reactor that we have made a contract with, to furnish them addi- 
tional reactors? 

Mr. Fuiosere. I believe West Germany is the only country answer- 
ing that description, but I am not positive of that. 

Mr. Farsstern. Who manufactures those reactors that are con- 
tracted to be delivered to these various countries? 

Mr. Haz. Do you mean the names of the American firms? 

Mr. Farsstern. Let me put it this way: Are all those reactors 
manufactured in this country? 

Mr. Fioperea. All the ones we are supplying under this program 
have been up to now; yes, sir. 

Mr. Hatu. Could I add the reactors are manufactured in this 
country—component parts are manufactured, or they do some of the 
work themselves, because in many cases—well, let’s take the case of 
Sweden. It is quite possible that the Swedish industry can supply 
some of the parts themselves, so the entire reactor may not be manu- 
factured solely by a United States firm. What we do not do, as a 
matter of policy, is to term that a reactor let us say manufactured by 
country X and sold to Sweden in its entirety conforms with this pro- 

ram; so, if I may repeat, the reactors are manufactured by the 
Jnited States. The component parts are manufactured by the 
United States, or some of the work may be done by the country, 
itself. 

Mr. Farsstern. Would an important part of the work be done by 
the country, itself, or would just incidental work be done by the 
country, itself? 

Mr. Fioserec. As the countries are able to do more work, we will 
be glad to see them do it. That is an indication that the program is 
successful. 

Mr. Farsstern. If a country can manufacture a reactor itself, and 
has done so, do we, nevertheless, contribute toward the program? 

Mr. Fiopere. I don’t believe there is any country that answers 
that description where the country has manufactured a reactor or, as 
a matter of fact, a major part of it, up to date. 

Mr. Farsstern. Where did West Germany get the reactors that it 
had prior to our entering into the program with them? 

Mr. Haut. From the United States. Actually, it all happened, 
sir, if I may put it this way: We, through this program, stimulated 
the interest of the West German Government in the constructing of a 
research reactor. That led to the establishment of a Federal Govern- 
ment committee which developed a plan, and the plan went beyond 
one research reactor, and they decided that they, themselves, would 
contribute to the cost of several more reactors out of their own funds. 

Mr. Farsstein. When you say contribute to the cost of several 
more reactors——— 

Mr. Hatt. Buy the entire reactor. 
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Mr. Farsstretn. Does that mean we contributed to a portion of the 
cost of any of those reactors? 

Mr. Hau. No, sir. 

Mr. Farrste1n. They paid for the entire reactor, themselves. 

Mr. Hau. Yes; that is right. These reactors were all purchased 
in the United States and, in answer to an earlier question, it just 
happens that a particular reactor decision in reference to this program 
was a little slower than the activity of, let us say, Frankfurt, Hamburg, 
and so forth. ; 

Mr. FarrstErn. I am a little bit confused, now. Have we con- 
tributed to the cost of any of the reactors in West Germany? 

Mr. Hatt. No, sir; not as yet. 

Mr. Farssrein. That is what I wanted to know, and they have 
some reactors going in West Germany? 

Mr. Hatt. Yes, sir. 

Mr. Farsste1n. Do we intend to contribute to the cost of a re- 
actor to go to West Germany? 

Mr. Hatt. Yes, sir. 

Mr. Farsstern. Why do we propose doing that, if they have a 
couple already and they are able to pay for some of them already? 
Why do we anticipate contributing to the cost of an additional one? 

Mr. Fiosperec. Because they do have the capability of absorbing 
further tools. This is a country that has an advanced scientific and 
technical know-how, and the advantages we will get out of the fur- 
nishing of this information under the bilateral agreement, to us, are 
going to be of substantial value to us. 

Mr. Pitcuer. What, for instance? 

Mr. Fiosere. That is knowledge developed by a very competent 
scientific community. What it is going to be, I wouldn’t have the 
slightest idea. 

Mr. Farsstern. If the chairman wants me to discontinue this, I 
will do so, but I have some other questions. 

Acting Chairman Morean. We will permit you to have one more 
question. 

Mr. Farsstern. What I can’t understand is that West Germany, 
who is getting along pretty well economically, and furnishing its own 
reactors, is now being aided toward the purchase of another reactor. 
Assuming, also, that, when there is scientific knowledge around in a 
field that is as new as this, it is shared irrespective of the moneys ex- 
pended and the creation of that object. 

Is my question clear, or is it confused, also? 

Mr. FLoserea. I think I understand your question. I think your 
question is: Why do we consider West Germany as being a partner 
in the development of this program? 

Mr. Farrstein. No. It is all right. A part, or only in the sense 
that there will be a sharing of energy. I am satisfied with that, but 
why should we contribute toward the building of a reactor when they 
are full well able to pay for the bill on their own? 

Mr. Fiorerea. One reactor is not the answer to a nation’s problems 
any more than one test tube is an answer to a laboratory’s require- 
ments. They may very well have many more research reactors the 
same as we will in this country. 

Mr. Farrstrin. Why should we aid toward the building, finan- 
cially, of additional reactors, when they can afford them themselves? 
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Mr. Fiopere. The answer is to stimulate and make more rapid 
the development of nuclear know-how in that country and, therefore, 
in the world. 

Mr. Pitcuer. In other words, if you can take a country like West 
Germany, whose economy is in good shape, or better than ours, now, 
then, it is the American taxpayer’s place to go over there and buy 
additional reactors for the German people. What do the American 
people have to say about that? 

Mr. Futon. Would you yield, Mr. Farbstein? 

Mr. Farsstern. I yield. 

Mr. Futton. We must remember this program was set up in 1955 
and that the United States felt that we wanted to sponsor the peace- 
ful development of this atomic knowledge everywhere and the United 
States was getting more sources of experiment and information for 
our own defense and for ourselves. Secondly, there has been only a 
short recession in the United States. Would you, because of that, 
now destroy or stop the atoms-for-peace program abroad? 

Mr. Farsstern. I don’t think the question of recession enters into 
this at all. I say if Germany can build its own, I don’t think we 
should aid toward the building of any additional ones because, as 
far as knowledge goes, there is a general exchange of knowledge 
between scientists throughout the world. 

Mr. Futon. But I hope you do believe we should live up to our 
bilateral commitments to Germany, regardless of the conditions of 
business in Germany or here. 

Acting Chairman Morean. Let me remind the committee that 
Mr. Floberg is the witness. 

Mr. Fiozere. I would like to point out the reactor we are talking 
about is an American-manufactured reactor. To the extent that 
United States funds are being supplied to anything, they are being 
supplied to United States industry to produce a reactor that is going 
to become a knowledge tool in West Germany. 

Acting Chairman Morean. Thank you, Commissioner. The next 
witness is Mr. Floete. 

Mr. Futon. Mr. Chairman, I would ask the witness to supply a 
statement for the record, that last point, at some later time. 

Acting Chairman Morean. Do you have that, Mr. Floberg? 

Mr. Fiosere. Yes. 

Acting Chairman Morcan. Without objection, it is so ordered. 

Mr. Pircuer. Mr. Chairman, could I ask him, is this entire group 
just his staff? 

Acting Chairman Moraean. I don’t know. There are two names 
from the Atomic Energy Commission on the witness list. 

(The information requested by Mr. Fulton, is as follows:) 

Unirep Sratres Atomic ENercy Commission, 
Washington, D. C., April 17, 1958. 

Dear Mr. Morean: This letter is submitted in response to a request made by 
the House Foreign Relations Committee at its April 1, 1958, hearing, for a further 
statement on the proposed financial grant for the Munich reactor in the Federal 
Republic of Germany. Testimony at the hearing alluded to the present favorable 
economic situation in West Germany and to the fact that several research reactors 
are now planned or being constructed there as part of an ambitious nuclear 
research program. 

As the committee will recall, a primary purpose of the Atomic Energy Act of 


1954 was to provide for “a program of international cooperation to promote the 
common defense and security and to make available to cooperating nations the 
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benefits of peaceful applications of atomic energy as widely as expanding tech- 
nology and considerations of the common defense and security will permit.” 
The international Atoms for Peace program has, of course, been greatly broadened 
and strengthened following passage of this act. Major impetus was given the 
program by an offer announced by President Eisenhower in June 1955 designed 
to stimulate the inauguration or expansion of peaceful nuclear programs in the 
free nations of the world. 

The President said: 

‘‘We propose to offer research reactors to the people of the free nations who 
can use them effectively for the acquisition of the skills and understanding essen- 
tial to peaceful atomic progress. The United States, in the spirit of partnership 
that moves us, will contribute one-half of the cost.” 

A principal objective of the President’s offer was to provide tangible evidence 
of the desire of the United States to trigger other nations into developing their 
own Atoms for Peace programs and of our willingness to assist them in making 
those programs effective. Thus many free nations would be able to contribute 
to the broad goal of worldwide cooperation with the United States in the civil 
applications of nuclear energy. In inaugurating this program, the general 
economic situation in any one cooperating country was not a consideration. 

The Atomic Energy Commission has administered the program of financial 
grants instituted to effectuate the President’s offer; the committee will recall that 
our representatives have appeared before it on two occasions prior to the April 1 
hearing, to discuss funding of the program in fiscal years 1957 and 1958. In 
developing criteria for the program, the Commission has placed primary emphasis 
on the ability of the cooperating nations to contribute to the compendium of the 
free world’s nuclear knowledge by skillful use of the equipment requested. Under 
its criteria, the Commission seeks to assure itself that each applicant nation 
recognizes the principal problems inherent in the construction and useful opera- 
tion of the requested equipment, including research reactors, and that there is 
reason to feel confidence that these problems will be competently dealt with. 
By this approach, the Commission’s review of each grant application seeks to 
establish that the proposed project gives clear promise of promoting “the skills 
and understanding essential to peaceful atomic progress’’—the main condition of 
qualification under the offer made by the President. 

In developing the grant program the Commission set a limit of $350,000 upon 
the United States contribution. The Commission also determined that while 
approval of a grant might be given at as early a time as the conceptual stage of 
a project, the grant would actually be paid to the cooperating government only 
upon receipt of official certification as to satisfactory completion of the reactor 
project. The Commission also adopted the requirement that prior to approval 
of a grant the applicant government would submit official certification as to its 
ability to finance the construction and subsequent operation of the reactor project. 

The Commission has endeavored to formulate and administer the reactor grant 
program in keeping with the President’s statement that the offer was made “in 
the spirit of partnership.” It has been our hope that the grant program would 
stimulate initiation and completion of reactor projects which, in turn, would 
form the basis for further expansion of the programs of friendly nations for 
research in and development of peaceful applications of atomic energy. 

The reactor grant program is accomplishing its purpose in encouraging nations 
cooperating with us to initiate or enlarge their peaceful nuclear activities. There 
has been a direct relationship between the stimulus provided by the grant program 
and the fact that United States-built research reactors today are predominant in 
the world. United States firms have sold abroad about 25 of these reactors— 
far more than any other nation._ 

The fact that a nation applying for a grant for a research reactor already has, 
or plans to acquire, additional research reactors would not necessarily disqualify 
it fora grant. The test would be, again, whether the reactor for which the grant 
is sought, considered with respect to the overall peaceful nuclear program and the 
degree of scientific sophistication of the applicant country, gives clear promise of 
promoting effectively ‘‘the skills and understanding essential to peaceful atomie 
progress.”” The grant program will not encourage wasteful duplication of 
research reactors in a cooperating country. Two major centers of learning, 
located at a distance from each other, might well each make valuable use of 
similar reactors. And it should be remembered that research reactors may be 
obtained in a variety of designs, each suited to a particular tvpe of useful program 
of nuclear research or training. The legitimate need for several or even many 
research reactors in a technically advanced nation is well illustrated by the 
situation in the United States. Fifty-four privately owned research reactors are 
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operating or under construction in this country, 16 of which are receiving support 
from the Commission either through financial grants or waiver of fuel and fuel 
fabrication costs. 

The Federal Republic of Germany was one of the first nations to take action 
in implementation of the grant program. The research reactor for the Munich 
Technical University was the first reactor project planned in that country, and 
it represented a major step in initiating a program for development of the peace- 
ful application of atomic energy in West Becmaay, following a postwar interval 
in which no such program was pursued. In June 1956, within 2 months after 
West Germany’s agreement went into effect, a contract was made for the reactor 
with an American manufacturer, and the German authorities made formal 
request for a grant for the project under the President’s offer. The Commission 
acknowledged receipt of the West German request and noted its understanding 
that the necessary technical and administrative information required in support 
of such a request would be submitted subsequently. This material has been 
received only recently, and its review is now bring completed. Consequently, 
grants have been approved for a number of reactor proposals received from other 
nations subsequent to West Germany’s original request. Meanwhile, the Munich 
reactor has been constructed and is in the initial stages of operation. As already 
stated, payment of the grant is made only upon completion of the reactor project, 
and thus the actual delay in payment occasioned in this case will probably be 
relatively short; it is expected that currently available MSA funds will be utilized 
for the grant. 

On October 31, 1957, the Munich reactor became the first nuclear reactor to 
come into active operation in either West or East Germany. The Soviet-built 
research reactor near Dresden in East Germany began operation on December 
16, 1957. Following inception of the Munich project, other research reactor 
projects were initiated in West Germany. In addition to the Munich reactor 
and the reactor under construction in West Berlin, a United States-manufactured 
reactor is already in operation in Frankfurt and another is nearing completion in 
Hamburg. 

We would be pleased to provide any further information on the research reactor 
grant program which the committee might desire. 

Sincerely yours, 
Joun F. Fiosere, Commissioner. 
Hon. Tuomas E. Moraan, 
Acting Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Acting Chairman Morean. Our next witness is Mr. Franklin G. 
Floete, Administrator, General Services Administration. 

Mr. LeCompre. Mr. Chairman, may I say Mr. Floete is one of the 
distinguished citizens and businessmen of southern Iowa. While I 
wasn’t acquainted with Mr. Floete when he first came to Washington, 
I soon discovered that he is a good man to know and that he himself 
knows what he is doing. 

Thank you. 

Mr. O’Hara. And, Mr. Chairman, may I remark that the hand- 
some, black-haired young man who came in with the witness is from 
Chicago, Mr. Tom Kennedy. 

Acting Chairman Morean. Let me inform you also Mr. O’Hara, 


that Mr. Floberg himself is from Chicago and is a constituent of Mrs. 
Church. 
Proceed, Mr. Floete. 


STATEMENT OF HON. FRANKLIN FLOETE, ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION 


Mr. Fioetrs. Mr. Chairman, in your letter of March 8, 1958, you 
invited me to appear and give your committee the benefit of our views 
and comments on the subject of transportation items under the 
mutual-security program. The GSA views are based on operations 
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conducted for the International Cooperation Administration by our 
agency, as well as the recent survey of the traffic activities of the ICA. 

Acting under the general authority contained in section 201 of the 
Federal Property and Administrative Services Act of 1949, as 
amended, GSA in the summer of 1957 inaugurated a traffic-survey 
program of civilian agencies. Seven of such surveys have been com- 
pleted to date and others are in progress—6 of the 7 agencies surveyed 
have adopted 92 percent of our recommendations. Surveys are insti- 
tuted only with the consent of the agency and adoption of recom- 
mendations is not mandatory. 

The survey of ICA is the eighth in this program. It differs from 
the other seven in that the latter each have an active traffic depart- 
ment and GSA recommendations are accordingly directed primarily 
toward their improvement. 

ICA, however, being essentially a financing agency, does not have 
an integrated traffic Dissstennlh. Therefore, in the survey of ICA 
our efforts were directed to the methods employed by ICA and not to 
the detailed aspects of the techniques of traffic management. 

I might interject there and say that, with a normal agency, we have 
a charter which we have learned from experience can be applied to the 
various traffic departments of any agency. 

However, that could not be employed in this case because of the 
difference that I have here indicated. 

While ICA, as a financing agency, performs no transportation 
function, several executive agencies do carry out for ICA traffic 
management and transportation responsibilities involved in the mutual 
security program. ‘The transportation handled by United States 
Government agencies totals approximately 5 percent of the mutual 
security program procurement. Of this amount, GSA in fiscal year 
1957 handled about $40,500,000 of purchases excluding freight costs 
of approximately $9,400,000. The remaining 95 percent of the program 
activity, including the traffic management incident thereto, is 
delegated to 60 participating countries. 

It seems to me that, to interject again at this point, this is about 
the picture: The total amount of ICA procurement is about $1,200 
million, or was last year. It is estimated that the freight on that 
amount is about $120 million. That, again, is broken down into 
two segments. Approximately $20 million is expended by United 
States Government agencies under this agreement that we have with 
them, and $100 million is expended through other methods. That is 
largely through the 60 cooperating countries. ‘Therefore, we ap- 
proached it on that basis, to decide what was the best way to go about 
making this type of a study and we broke it down into those two 
segments and came up with certain recommendations which I will 
now read. 


TRAFFIC MANAGEMENT AS PERTAINS TO ICA-FINANCED TRANSPORTATION 
SERVICES HANDLED BY CIVILIAN EXECUTIVE AGENCIES 


Recommendation No. 1: About $20 million of ICA-financed ocean 
transportation services was handled in fiscal year 1957, by 4 United 
States Government agencies, namely, General Services Administra- 
tion, Bureau of Public Roads, Civil Aeronautics Administration, and 
Department of Agriculture. It is recommended that, under the aus- 
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pices of the Bureau of the Budget, such agencies conduct a study to 
determine the feasibility and desirability of handling this portion of 
ICA-financed transportation under a central traffic agency. This 
study may also consider the relationship of such ICA shipments to 
non-ICA shipments handled by the four named agencies. 

Any study of this nature should consider the following factors: 

1. The coordination between supply and/or procurement offices in 
the several agencies with the contemplated central traffic agency. 

2. The relationship of ICA-financed shipments to other overseas 
shipping activities handled in the several agencies. 

Based on our experience, we believe a central traffic agency will 
produce greater economies and efficiencies in overseas shipping activi- 
ties through consideration of the following factors: 

(a) Integrating traffic series personnel in the several agencies, 
eliminate duplicate functions, reduce administrative costs, and estab- 
lish uniform practices. 

(6) More effective exercise of negotiating ability with shipowners 
and carriers by concentrating a greater volume of tonnage in one 
agency. 

(c) More effective traffic management to provide improved cargo 
scheduling, consolidation and more efficient use of carriers’ equipment. 


TRAFFIC MANAGEMENT AS PERTAINS TO ICA-FINANCED TRANSPORTATION 
SERVICES HANDLED BY NON-UNITED STATES GOVERNMENT CHAN- 
NELS 


Recommendation No. 2: (a) Should recommendation No. 1 result 
in a central traffic agency, ICA, the Bureau of the Budget, and the 
central traffic agency should study the feasibility and desirability of 
applying central traffic management to commercial shipments financed 
under the ICA program. 

(b) In the event that a central traffic agency is not created as a 
result of recommendation No. 1, the Bureau of the Budget should 
initiate this study. 

The major portion of ICA-financed traffic is now being handled by 
(1) cooperating country governments, (2) private importers and 
exporters, and (3) voluntary relief agencies. ICA estimates that $100 
million was spent for transportation by these channels during fiscal 
year 1957. 

Our survey points out that the 60 cooperating countries, their many 
importers and exporters, voluntary relief agencies, and the United 
States Government agencies are all individually bidding in the same 
competitive shipping markets for ocean space. We conclude that 
this increases shipping costs and that one central agency handling 
the shipping activities for all these many channels utilizing ICA funds 
would produce substantial economies through centralized negotiations 
in dealing with shipowners and carriers, and application of other 
traffic management principles. 

Our survey recognizes the problems with respect to applying 
centralized traffic management to that portion of ICA transportation 
handled by private importers and exporters. This is occasioned by 
“private trade channel” and “private participation”’ policy considera- 
tions under section 413 (a) of the Mutual Security Act of 1954, as 
amended, under which ICA administers its program with a minimum 
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of Government intervention. The proposed study may be expected 
to examine the manner in which centralized trafic management can 
best be applied without disturbing this private trade channel concept. 

I would like to remark in passing that I believe that was a policy 
determination by Congress and that the words were very carefully 
considered before they were written into the act. 

I think it does present quite a problem as to just how they can be 
interpreted to accomplish certain of the desirable things that we 
believe would be very helpful. 

It may be appropriate for such study to consider a test operation 
involving 1 or 2 underdeveloped countries presently procuring items 
in the United States through commercial channels. Such pilot 
operations may better test the feasibility and desirability of central- 
ized traffic control on this segment of ICA transportation. 

I appreciate the opportunity extended to me to appear here and 
make available to you the benefit of our agency views on a portion of 
a very important program. 

We believe very strongly in the value of good traffic management in 
Government departments and agencies. We have proven to our own 
satisfaction that it will work and that it will save a lot of money for 
the Government. 

GSA now handles all of its own transportation which is a very 
substantial item since it includes purchases for the strategic stockpile 
which are very large in volume and we also act as an agent for several 
other agencies. 

In fiscal year 1958, the appropriation for this particular Division 
which we call Transportation and Public Utilities Division, was about 
$1,600,000. For 1959, we asked $2 million and the House allowed 
$1.8 million. 

Records which we keep of the savings and which have been verified 
by the General Accounting Office indicate that we saved in 1956 and 
1957 fiscal years, between 9 and 9.5 million dollars each year, and in 
fiscal year 1958 we will save over $10 million. I think that is pretty 
strong proof that the value of traffic management is actually present. 

We don’t know to just what extent or how far we can go with the 
large field that represents $100 million of freight costs, but we strongly 
believe that this study should be made, and we believe—I should say 
we are hopeful that something can be worked out that will result in 
savings and still not defeat the purpose of the Mutual Security Act 
which, as I understand, encourages all the commercial activities of 
the countries concerned. 

That concludes my statement, sir. 

Acting Chairman Morean. Thank you, Mr. Floete. You say you 
have completed seven surveys altogether? 

Mr. Fuoete. Yes, sir. 

Acting Chairman Morean. What agencies are included? 


STATEMENT OF EDWARD K. MILLS, DEPUTY ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION 


Mr. Mitts. Veterans’ Administration, Civil Aeronautic Adminis- 
tration, Bureau of Public Roads, the Bureau of Standards, the 
Department of Commerce, the Bureau of Prisons, and the Maritime 
Administration. 
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Acting Chairman Morean. Has the Department of Defense re- 
quested a survey from your agency? 

Mr. FLoers. No, they are exempt. They are permitted to exempt 
themselves under the law, and they have done so. 

Acting Chairman Morean. Did ICA request a survey? 

Mr. Forte. Yes, in each case there has been a request from the 
agency concerned. And none of the recommendations have to be 
accepted. They can throw them all out the window. 

Acting Chairman Morean. Your statement says 92 percent of the 
recommendations are accepted by the agencies. Do you mean that 
in respect to the 7 surveys completed—92 percent of your recom- 
mendations have been accepted by the agencies? 

Mr. FLorre. Yes, sir. 

Acting Chairman Morean. And are some of the amounts of money 
you refer to as saved counted as savings of those particular agencies? 

Mr. Fiorre. No, sir; they are the direct savings on the shipments 
we handle ourselves. 

Acting Chairman Morcan. Do you think that on the basis of 
recommendations made by the General Services Administration, 
these agencies have saved some money? 

Mr. Fuioere. I feel sure they have. Our own experience is a good 
example. 

Acting Chairman Morean. Mr. Fulton. 

Mr. Futton. We are glad to have you here. I would like to 
inquire especially on the setting up of the Centra] Traffic Agency. 
Do you believe that a central traffic agency should be set up to 
correlate and centralize the shipping of ICA programs? 

Mr. Fuioerre. Yes, sir, I think industry has found: that that is a 
desirable thing to do, where they have various departments. I think 
the Department of Defense has recognized that in their recently 
adopted single management idea for transportation. I don’t think 
on the other hand it is nearly as big a problem dollarwise as the other 
segment. 

Mr. Futton. How much would such a central traffic agency cost 
in administering it for this program, by the fiscal year? 

Mr. Fiorere. We are spending $370,000 for our present participa- 
tion in the ICA program. All four agencies are. 

Mr. Futtron. What would be the proposed administrative and 
operational budget then for a central traffic agency, and I well realize 
that that will be a general estimate? 

Would you submit that for the record later? 

Mr. Fioete. Yes, surely. 

(The information requested is as follows:) 


GENERAL EstTIMATE OF PRoPposED BuDGET FOR A CENTRAL TRAFFIC AGENCY 
AND APPROXIMATE SAVINGS To BE DeERIvED From Sucn a CONSOLIDATION 


Any estimate of a proposed budget for a central traffic agency must await the 
results of the study recommended in the survey report. Should consolidation of 
the four traffic organizations be found practicable, duplicative effort in super- 
vision, liaison, and administration could be eliminated. Centralized direction of 
such an agency staff would reduce costs of personnel handling negotiations, rate 
evaluations, audit and carrier voucher payments, as well as general clerical assign- 
ments. In view of the foregoing, savings could be anticipated, but the exact 
amount wouid be conjectural. 
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Mr. Futton. You have stated I believe, there are 60 various kinds 
of Government agencies both at home and abroad, as well as various 
private agencies that are competing for shipping abroad. Has that 
competition had a material effect on the prices that are charged to 
the ICA program for its shipment? 

Mr. Froere. Well, I think during periods when shipping is in 
short supply, unquestionably it does raise the cost. If there is a lag 
as perhaps there may be now in the shipping demand, it doesn’t 
have as much effect but it certainly does have an effect in either case. 

Mr. Futon. As the program now stands and under present com- 
mercial conditions, do you now recommend the setting up of the 
central traffic agency to handle ICA shipments in conjunction with 
other definite shipments? 

Mr. FLoerr. Yes, we would recommend that. 

Mr. Fuuton. If you had had a central traffic agency in existence 
at the time of the spending of $100 million during the fiscal year, 
how much of the $100 million could you have saved? 

Mr. Fioerte. Well, we estimate, and we think it is a very moderate 
estimate, that 10 percent could be saved at least. 

Mr. Fuuton. So that in the fiscal year 1957 to which the $100 
million relates, you would then say, more specifically, how much 
could be saved? 

Mr. Fioere. About 10 percent. $10 million. 

Mr. Futrton. If that is for the fiscal year 1957, could you then 
relate it to the current fiscal year, 1959, and with that area of reference 
in mind, advise us what your estimate would be of the possible saving 
for the coming fiscal year if a central traffic agency were now set up? 
That is assuming that the deduction as well of the cost of setting up 
the agency is taken out of your estimate. 

Mr. Fioete. I think there are two factors involved. One, is the 
amount of ICA procurement goal for 1959 and secondly, I would 
rather defer a guess as to the possible savings until we get this study 
a little further on. 

Mr. Futron. But you believe it would be at least two-thirds of 
1957 fiscal year possible saving which I believe you said was $15 
million so that I believe you would be pretty sure, wouldn’t you, in 
saying it would be $10 million? In the current fiscal year 1959? 

Mr. Fiorrer. I think we ought to make the study first, before we 
guess, 

Mr. Futon. Have you not had some previous discussions on this, 
and what was the figure you would then discuss about the saving for 
fiscal year 1959? I would rather just have you put a statement on 
the record. 

Mr. Fiorre. We still think it will be in the neighborhood of 10 
percent of whatever the procurement may be. 

Mr. Furtron. $10 million. 

Mr. Fiorre. Depending on what the procurement is. 

Mr. Futron. Then would you put in the record a statement 
qualifying your current statement that the $10 million in prospect 
for savings during the fiscal year 1959, if there is set up a central 


traffic agency to handle the transportation under ICA programs? 
Put that in later. 
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(The information requested is as follows:) 


TRANSPORTATION SAvines 10 PERCENT OF PROCUREMENT OR APPROXIMATELY 
$10 MILLION 


The estimated savings which could have been effected by a central traffic 
agency on the $100 million which ICA spent for transportation services handled 
through non-United States Government channels in fiscal year 1957, are based 
on the following factors: 


1. Adjustment of rates and charges on inland movements in the United States. 

2. Better port selection on the basis of lowest delivered cost. 

3. Elimination or reduction of competition for ocean vessel space. 

4. Increased negotiating ability through increased tonnage. 

5. Evaluation of C. and F. and CIF delivery terms for shipload quantities. 

6. Consolidation of cargo shipments. 

On approximately $9 million in transportation costs in fiscal year 1957, GSA 
achieved a savings of $710,000, or about 8 percent. It is believed that based on 
this experience, coupled with the factors outlined above, a savings of about 10 
percent could be accomplished on the amount spent for transportation charges 
through non-United States Government channels. In fiscal year 1957, the 
amount of these charges was $100 million. Our estimate would have therefore 
represented a $10 million potential. It should be remembered, however, that 
the total transportation charges vary annually with the amount of economic 
foreign-aid procurement. 

Mrs. Kextuy. Will the gentleman yield? 

Mr. Futton. Yes. 

Mrs: Ketity. You are speaking of the overall 5 percent. I don’t 
think the witness is answering to the total program. I believe Mr. 
Floete is referring only to the 5 percent; is that correct? 

Mr. Fiorre. | don’t think any $10 million can be saved on the 5 
percent because that was only $20 million to begin with, and I think 
our studies have indicated about $2 million was saved on that $20 
million and we think maybe a central traffic agency in fiscal year 1956 
could have improved that by about $1 million. 

That applies only to the $20 million, however. 

Mr. Fuuton. The factor you are taking is really a conservative 
factor of 10 percent on the total of the overall transportation costs, 
wherever they might be found in the ICA program, and the 5 percent 
for example you have figured there is $2.5 million saving that could 
be made out of $20 million. 

Mr. Fuoere. Yes. 3 

Mr. Fuutron. But when you come to the $100 million you refer to 
a 10 percent ratio which is $10 million. 

Mr. Fioete. That is correct. 

Mr. Futrton. I then would reason further from your premises that 
you would then apply that 10 percent figure for the year 1959, in sav- 
ing, wherever it might be in the ICA program, when we set up the 
Central Traffic Agency. 

Mr. Fiorete. When and if we do. 

Mr. Futon. That is right. 

Acting Chairman Morean. The gentleman’s time has expired. 
Mr. Coffin. “re 

Mr. Corrin. If there is a 10-percent saving or whatever it is, this 
would redound to the foreign governments and the private firms that 
pay the cost of this transportation, and it wouldn’t necessarily be 
saving the United States Government anything? ' 

Mr. Fiorrte. It would be a saving in one way or another, either 
direct or through being able to give them more aid. That would be 
the result. 
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Mr. Corrin. Thank you. 

Mr. Burueson. Mr. Chairman—Mr. Floete, I would rather talk 
to you about multipurpose Federal Buildings for my congressional 
district. 

Mr. F.Logete. So would I. 

Mr. Burteson. But the chairman is pretty strict about that sort 
of thing and it would be frowned upon by my colleagues. 

Mr. Sevpen. If you will let each of us talk to him about buildings 
in our respective districts, I am certain it would be all right. 

Mr. Buruzson. Let me talk to you about this one thing, and then 
I will yield the remainder of my time. Did you give attention in 
this study to the 50-percent requirement in overseas shipment, in 
American-flag ship bottoms? 

Mr. Fiorete. Yes; but we would continue it in the proposed study. 

Mr. Burieson. Would you tell us whether you think the present 
requirement is good or bad? 

Mr. Fiorts. Whether the law is good or bad? 

Mr. Burueson. Whether it is costing us money unnecessarily or 
not. Let me put it that way. 

Mr. Forres. I just administer the law. 

Mr. Burteson. You say you are going to give attention to it? 

Mr. Fiorrs. Well surely. We would give attention to whether 
they have the most effective method of administering that law. 

Mr. Burteson. You haven’t studied that particular feature. 

Mr. Fiorrre. We have come to some conclusions on it. 

Mr. Burteson. Have you found that by taking that provision out 
of the law we would save money? 

Mr. Forres. No, our study hasn’t gone to that angle. Our study 
has gone simply to whether the law was being administered in the 
most effective and efficient manner and the most economical. That 
is one of the things that could be studied. 

Mr. Burteson. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. LeCompte. 

Mr. LeCompts. Thank you, Mr. Chairman. 

My friend, we are glad you are here. 

These folks have gotten so far ahead of me I will have to go back 
to the fundamentals. 

Did you say how much the total bill for shipping yearly is, under 
the ICA? 

Mr. F.Lorte. Approximately $120 million. 

Mr. LeCompts. Of which this Government pays approximately 
$20 million? 

Mr. Fioete. Well, no. The total freight cost is about $120 
million ; $20 million is handled by United States Government agencies. 
The remaining is $100 million handled by the cooperating companies, 
or their agents. 

Mr. LeCompte. Does this Government pay all of that? 

Mr. Fioerts. Directly or indirectly they must pay it, of course. 

Mr. LeCompte. We get no help from the receiving countries? In 
other words, if we ship surplus grain to India, wouldn’t they be so 
glad to get it they would pay some of the freight? 

Mr. Furtron. They buy it under Public Law 480, although some 
of the Public Law 480 shipments are handled by ICA. 

Mr. LeCompte. They don’t buy all of it. 
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Mr. FLortre. Congressman LeCompte, that gets into an area 
ee ICA ought to answer. I don’t know how they finance their 

eals. 

Mr. LeComptsz. The Central Shipping Agency that you speak of, 
and you have convinced me we ought to have it, you would anticipate 
roughly we would save 10 percent. 

Mr. Forts. I think we ought to do that well. 

Mr. LeCompte. That is encouraging to me. You have already 
sold me on the idea. I don’t think I have any other questions, 
Mr. Chairman. 

Acting CuarrMan. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

I am very glad to greet you, Mr. Floete. I am sorry we did not 
receive this survey before last night. I appreciate the work involved. 
I hope you will understand that since it 1s so technical, it has been 
difficult for us to even try to comprehend all that is in this report, or 
to try to attempt to find that which was left out. 

Do I understand you to say that on this $2.5 million savings on the 
$20 million handled under the 5 percent, that that estimate was low, 
and it should be 3.5 or that could be attained if there was a central 
agency? 

Mr. Fiorre. We hope there might be some additional savings if 
there were. 

Mrs. Ketty. If there were a central agency. 

Mr. Fuioere. Yes. 

Mrs. Ketiy. On the 95 percent going into private channels, did 
you survey that section? 

Mr. Fiorerse. Do you mean as to the cost of it? 

Mrs. Ketty. Yes. Transportation. 

Mr. Frorre. No, we didn’t on our own. That would be a part of 
the study. 

Mrs. Ketiy. It would be a part of your hoped-for study. In this 
survey you did not go into it at all? 

Mr. Fiortre. We accepted the figure they gave. 

Mrs. Ketiy. Could we have that figure? 

Mr. Fuoere. I[ think it was $100 million. $120 million overall, of 
which $100 million was shipment through private channels. 

Mrs. Ketty. I am speaking of the savings. 

Mr. Fioers. That is just our estimate from our own experience, 
and from our general knowledge of that particular class of shipment. 
That is not an ICA guess, at all, that is our own. 

Mrs. Ketiy. That is your own estimate. 

Mr. Fiorre. Yes, mam. 

Mrs. Ketiy. What relation if any does GSA have to the military 
assistance shipments by the Department of Defense? 

Mr. Fioere. None at all. 

Mrs. Ketny. And your study has not included that; is that correct? 

Mr. Fiorrs. That is correct. 

Mrs. Ketuy. In your opinion, could ICA effect. savings under the 
existing transportation setup, on shipments made under the 95 per- 
cent? Have you any comment to that? 

Mr. Fionre. Well, I think you can’t answer that unless you de- 
termine the intent of Congress in section 413. I don’t know whether 
you can do that or not. I think that is going to be a very severe 
problem to decide whether you can or cannot. 
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Mrs. Keuiy. Under this program of ours, what relation if any has 
GSA to shipments by the military department? 

Mr. Fiorre. We actually have nothing to do with it, either under 
the Mutual Security Act, or with their normal business. 

Mrs. Ketiy. Do they ever come to you for advice? 

Mr. Fiortrr. They have exempted themselves. They might come, 
and talk things over, but they run their own. 

Mrs. Ketty. In the study you made you just limited the survey 
to agencies involved in the 5 percent and there were 7 agencies. 

Mr. Fiorre. No, except to examine the other areas where we 
think some improvements can be made. If you would like, I might 
mention a few of them. 

Mrs. Ketuy. I would appreciate your comments. 

Mr. Fiorrr. They are equally applicable in most cases. We be- 
lieve it would give better operational control of the Cargo Preference 
Act, by having a centrali_ed control rather than leaving it to the 
individual countries. We believe there could probably result from 
this a consolidated ocean tariff library, rather than a considerable 
number. We believe it might result in the establishment of a loss 
and damage claim system. We believe that the question of marine 
insurance should be studied as it applies to these programs. We 
believe that certain systems can be established which will make post- 
audit recovery of certain overpayments possible, and which will pro- 
tect the Government in the future. 

Those are examples of some of the things that are applicable to 
most traffic departments, and that might work here. 

Mrs. Ketiy. Might work here? 

Mr. Fiorre. [ will amend that and say “would work here” if it is ° 
decided to go ahead on this basis, as to the 95 percent. 

Mrs. Ketiy. On page 9 of your survey, at the bottom of the page 
you have a note: ‘‘For the fiscal year 1957.’ What can be done to 
make savings available under this? Does ICA, to your knowledge, 
have the authority? 

Mr. Fuioerre. I am sorry, I don’t understand the question. 

Mrs. Keuiy. Refer to the note at the bottom of page 9. In 
inland transportation you effected a savings. 

Mr. Fioere. Yes. 

Mrs. Ketty. Does ICA have authority, to your knowledge, to 
apply that which you applied in that savings, on the 95 percent? 

Mr. F.Loets. This was merely an example of the savings that were 
possible, even on inland transportation. 

Mrs. Keutiy. On the inland transportation? 

Mr. Fiortr. Yes. That was just an example to show what could 
be done. That is about 14 percent. 

Mrs. Ketity. To your knowledge, does ICA have authority to 
pursue this in their other transactions? 

Mr. Fioete. It is a question of interpreting the Mutual Security 
Act. Frankly, I don’t know what the legislative history shows, 
whether Congress felt that these foreign nations should be encouraged 
to develop their own shipping groups, even though it might cost us 
some money to give them that type of education. 1 think that is 
really the gist of that particular problem. 

As we have said, we intend to study that and see where we stand. 
I really cannot answer. 
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Mrs. Ketiy. Would you recommend that we tighten the law up to 
the degree where we insist that countries receiving aid haul their own 
material in their own vessels—would there be a saving? 

Mr. Fioers. Using their own vessels? 

Mrs. Keuuy. Yes. 

Mr. Fiorrts. I believe there would be a saving. 

Mrs. Ketuy. There would be a saving? 

- Mr. Fuoretre. There might be required a change in congressional 
policy. I don’t know about that. 

Mrs. Keuuiy. The key to this whole problem seems to be the channel 
of trade. What recommendations would you make to this committee 
for further pursuit of study along this line, as a result of your survey 
which has certainly been intense for the last 6 or 7 months? 

Mr. FLoretr. This committee, you mean? 

Mrs. Keury. Yes. 

Mr. Fuoere. I don’t know of any, offhand. You see we are 1 
agency and we are talking about 3 other agencies performing shipping 
functions, and we are talking about ICA, a completely independent 
agency, and we are not authorized to talk for any one of them. 

Mrs. Kexiy. But you made this survey which we have here, and 
most of the members of the committee have not seen it yet. 

Mr. Fiorrte. Actually, all this survey does is develop certain facts 
and then states: ‘‘We recommend these two things be done,’”’ and we 
are going to take those steps. 

Mrs. Ketuy. You are going to proceed to adopt recommendation 1? 

Mr. Fioetsr. We are going to take the step in recommendation 1. 

Mrs. Ketity. And recommendation 2? 

Mr. Fioretre. We will take recommendation 2, in either the first 
step or the second step. The step will be taken by ICA, the Central 
Intelligence Agency—— 

Mrs. Ketuy. Central Intelligence? 

Mr. Fioete. Central shipping agency, or it will be made at the 
instigation of the Bureau of the Budget so it will be made one way 
or the other. 

Mrs. Ketuy. There is going to be a survey made on this 95 percent. 

Mr. Fioete. Yes, one way or the other there will be a survey. 

Mrs. Ketuty. I understood it had to be made at the request of the 
Department of Defense. Has the Department requested it be made? 

Mr. Fiorte. Yes, they are in entire agreement with it. 

Mrs. Ketty. Do you mean the Defense Department? 

Mr. Fioete. No, ICA. 

Mrs. Ketiy. ICA? 

Mr. Fioere. Yes. 

Mr. Futon. Each department can consent to it but not request, 
particularly. 

Mrs. Ketty. And they have consented that you survey the 
95 percent? 

Mr. Fiortre. May I read this letter from Mr. James H. Smith, 
Director of ICA? 

Mrs. Ketuy. Go right ahead, Mr. Floete. 

Mr. Fuioere. Pertinent parts of it. 

While we are satisfied with our existing arrangement with the several United 


States agencies mentioned in recommendation 1, we have no objection to the 
interagency study proposed. 











MUTUAL SECURITY ACT OF 1958 1595 


In our relation with these agencies we are the buyer of their services and facilities 
for procurement and shipping. If as a result of this study a central traffic agency 
is established, ICA will use the services of that agency with respect to any pro- 
curement we request United States Government agencies to handle. 

Since the objectives are to reduce costs and expedite ICA shipments we will 
cooperate fully with the study group. A study in accordance with recommenda- 
tion 2 of the feasibility and desirability of central government control over 
commercial shipments financed by ICA would need to take into account the 
objectives of the mutual security program. These include as you know the vital 
role of free enterprise fostering private initiative in competition and the use of 
private trade channels to the maximum extent practical. 

Mrs. Ketuy. Mr. Chairman, could I have one more question? 

Mr. Burueson (presiding). Yes. 

Mrs. Ketty. When was that letter written? 

Mr. Fiorte. March 28. 

Mrs. Ketiy. Mr. Smith spoke to me on the telephone the day he 
was going to discuss this entire problem with you and he told me there 
was much that could be done in this program, and that he, as former 
traffic manager of American Airlines, or something to that effect, had 
found a great deal of loss to this program and certainly would consider 
the establishment of the central agency, so that letter must have been 
written after that date. How long do you anticipate this survey will 
take? 

Mr. Forte. We are going to set it up right away and go right to 
work on it. 

Mrs. Keviy. You are going to set this central agency up right 
away? 

Mr. FLoetrs. Oh, no; the study. 

Mrs. Keuty. I have further questions but I will yield at this time. 

Mr. Burveson (presiding). There may be more time after Mr. 
O’Hara uses his 5 minutes. 

Mr. O’ Hara. 

Mr. O’Hara. Would you say ICA is an instrumentality of the 
mutual security program? 

Mr. Fiorre. That is a technical question. I don’t know whether 
they are or are not, Mr. O’Hara. ‘ 

Mr. O’Hara. I notice you use the term “ICA-financed transporta- 
tion.” By that do you mean the payment for the transportation 
comes from or is arranged by ICA? 

Mr. FLorern. Where do I refer to it, please? 

Mr. O’Hara. In your statement, I believe. 

Mr. F.Lorrer. I don’t know what distinction you are trying to make. 
I feel one way or another it all comes out of ICA, as 1 understand it. 

Mr. O’Hara. Then you say definitely ICA has something to do 
with the mutual security program? 

Mr. Fiorre. Yes; certainly. 

Mr. O’Hara. I am interested because in this book given to members 
of this committee and the public for convenient reference to the mu- 
tual security program I find no reference to ICA, and yet ICA is listed 
with the Department of State and the Department of Defense as 
responsible for its publication. 

I look in the index for ICA here because I quickly want to refresh 
my memory. It isn’t indexed at all. I go through the pages and no 
mention is made of ICA. I would not want that to become the index 
of my thinking on ICA. 
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I am very much interested in tightening up the mutual security 
program, and welcome your suggestion of a way where we can save 
$10 million. 

That is your estimate of the amount that can be saved, sir, $10 
million a year? 

Mr. Fuioete. Yes, sir; based upon a billion dollars of procurement. 

Mr. BurRueEson (presiding). Is that all, Mr. O’Hara? 

Mr. O’Hara. That is all. 

Mr. Bur LEson (presiding). Let me call to your attention we do 
have another witness to be heard before the committee adjourns. 

Mr. Fulton. 

Mr. Futon. We want to thank Mr. Floete for coming and say 
that he is rendering a service. I might say to Mr. O’Hara, if this 
committee will take his recommendation seriously and put this item 
in the legislation this afternoon, it will be worth $10 million of the 
United States taxpayers’ money which we on this committee will be 
helping to save. 

These savings will hurt no one in the maritime industry, will they, 
because they are legitimate savings, and they are only looking toward 
better efficiency. 

Mr. Fioere. That is true. It will result in lower shipping costs, 
of course, or you cannot accomplish it. 

Mrs. Ketuy. Did I understand $10 million could be saved if a 
central traffic agency is established on the 5 percent? 

Mr. Fioere. No; I say the overall savings depending on the volume 
of procurement will be in the neighborhood of 10 percent. 

Mrs. Ketriy. That is on the total program? 

Mr. Fioere. On the freight of the total program. 

Mrs. Ketiy. Including the 95 percent? 

Mr. Fioete. Yes. 

Mrs. Keuuy. You just said before you did not have a survey of 
that 95. 

Mr. Futon. I was going to ask the technical staff to work with 
Mr. Floete’s technical staff to come up with a breakdown of the figures 
so that we will not have to try to get them from the witness at this 
point, as to where in various compartments this saving might be 
allocated. The agency can come up with a more detailed program 
to us than just a current overall estimate, which you have said you 
would do. 

Mr. Fioete. That is correct. 

Mrs. Ketuy. I would like to amend that because I asked for docu- 
mentation of where the savings were of the $2.5 million on their $20 
million. Could I have a documentation of that? 

(The documentation supplied by GSA will be found in the files of 
the committee.) 

Mr. Burueson (presiding). I think you have that in the book. 

Mr. Futon. We need a statement where all the savings have been 
made, and where you would project proposed savings if the central 
agency is adopted. 

Mrs. Kextuty. Mr. Chairman, I would like to tell Mr. Fulton in 
case he doesn’t know it that the survey that was sent up to us last 
night is a compromise one and isn’t the original that came out of his 
survey. That was denied this committee. 

Mr. Futon. I didn’t know that. 
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Mr. FLonre. It wasn’t denied this committee. Here is what 
happens. In any of these surveys we make we have no mandatory 
power. We go in there merely because the law says that we shall be 
responsible for efficiency, service, and economy in these various fields. 
We say we are prepared now to make a study in transportation, just 
as we do in the matter of records management and have been doing for 
a long time through our archives division. 

We suggested, or they come to us and request, such a survey. We 
make it and we first discuss it with the interested agency, because we 
have no power to force it down their throat. Of course, we want their 
ideas, so we get them and then we eventually come up with a report 
which represents the complete and total thinking on the matter. 

Now, that is what we did here. I apologize to you and I feel very 
badly that it took so long to get this done, but we didn’t actually get it 
over to ICA until about 2 days before this date, so we never had a 
chance to discuss the matter with anybody in ICA until I went over 
there and saw Mr. Smith—Mr. Mills and I—and he had his group 
together and it was the first time we had had a full discussion of our 
study. And then we wrote it, we wrote it just as we always write it, 
but we are not concealing anything from you. 

Actually I think the draft report as made—the one that you were 
talking about—was not properly prepared. I say that individually. 
When I say that—Mr. Mills knows—before we turned it over to ICA, 
I said “I don’t think this is a good survey. I think it is slanted, and 
[ think it should be impartial, and I don’t think it is a good technical 
document.”’ 

We went over there and had this meeting, and then we rewrote it. 

Mr. Fuiron. Could you supply us with the original one that you 
rewrote? 

Mr. Ketty. That is just what I was going to ask. 

I would like the record to show, Mr. Chairman, that the original 
survey was denied this committee. 

Mr. Bur.eson (presiding). Mr. Floete, you have had the question 
from Mr. Fulton about furnishing the original preparation of your 
report. What was your response? I don’t think you did respond. 
Was that your request? Mr. Fulton? 

Mr. Fuutron. Yes, Mr. Burleson. 

Mr. Fuioere. I don’t understand that question, Mr. Burleson. 

Mr. Bur.Eson (presiding). Mr. Fulton asked, could the committee 
have the original survey report? 

Mr. Futron. That was later rewritten. 

Mr. Fuioere. I don’t think I can answer that right here. 

Mr. Futton. Would you supply that for the record, then? 

Mr. Fioete. I will supply the answer; yes, sir. 

Mr. Fuiron. With your comments as to the rewritten one and 
your feelings on it, I am sure the committee would feel they would 
vave a broader base for better judgment if they had the original 
survey, because while it may have had things in that didn’t end up 
in the final survey, nevertheless it was part of the history of the de- 
velopment of the final survey. 

Mr. Mus. Might I just add something at this point: These papers 
were really in the nature of work papers for discussion purposes. 

Mr. Futton. That is fine, because that is history. 
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Mr. Mus. And we don’t think it would be quite fair to the agency 
or agencies surveyed to make public work papers which may involve 
inaccuracies which are prejudicial to them. In other words, we found 
that some of the facts that we had thought were facts were not facts, 
and we don’t think it is quite fair to any agency to publish erroneous 
seen that we thought at the time was accurate but turned out not 
to be so. 

_ This survey follows the regular procedure we use with all the agen- 
cies. I mean, the seven agencies that we have surveyed, and this is 
the same procedure we have followed in all cases. We submit the 
draft report to them for comment, and if they review the facts and 
find them accurate that will be the final report, but if they find the 
facts inaccurate, we change the draft to reflect the true situation. 

Mr. Futton. Well, now, let us face it. You see you were only asked 
into any agency by consent and if the agency doesn’t like it, why, 
then, it becomes very apparent that you might not be asked in again 
if you put in too much that the agency didn’t like. 

Secondly, that first report must have been your own firm views, 
based upon the evidence and facts which you had then, subject to 
consultation with the agency who consented to your coming in. 

Mr. Burieson (presiding). If these are working papers, as I 
understand Mr. Mills to say, it would seem perfectly reasonable to 
me that it would not be anybody’s property except their own. 

Mr. Chairman, the pending question is why the committee cannot 
have the original document prepared by GSA instead of the one now 
being presented to the committee. 

Mr. Fuorte. This is the third report we have made on this subject. 

Acting Chairman Morean. Mrs. Kelly, do I understand you are 
satisfied with the document which has been submitted? 

Mrs. Ketiy. Mr. Chairman, now, let us get the record straight. 
I have the whole background and history of this, and there was a 
report written. I do not know what was in that report. I only 
know from the calls to my office by Mr. Smith, a Mr. Wright, from 
General Services, called my office and told me that the survey was 
complicated and regretted the delay; that it was completed and that 
they were sending it to other agencies for review. Later I was told 
by the chairman that Defense Department, State, and the White 
House refused the survey to the committee. I yield to the Chair, 
Mr. Chairman. 

Mr. Mus. I don’t think the request is quite fair to Mr. Floete 
in that it was never an official or final report. It was a draft report 
for discussion purposes—— 

Mr. Fioerre. It wasn’t a question of whether it hit too hard one 
place or another. I think that was my reaction on the second one 
because they didn’t approach it and divide it into these two perfectly 
logical areas that we have talked about here, and then properly apply 
the techniques that you could, providing it is set up in this manner, 
and that is bascially the way I felt about both those reports. This 
one is a good deal more workmanlike than either of the other two. 

Mr. Futron. Are there factors in that other report that are recom- 
mendations of policy that you personally or your associates had 
decided should not be recommended? 

Mr. Fiorre. Matters of policy? 
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Mr. Futron. Matters of policy that you have since changed your 
mind on, after consultation. 

Mr. Mis. May I say this: I think the survey team that made the 
survey was perhaps not fully informed as to the significance of some 
of their statements in light of ICA’s statutory responsibilities. Now, 
I say that advisedly in that we, in GSA, only have a limited statutory 
authority to review traffic management areas in other executive 
agencies. 

Mr. Futron. And only with their consent? 

Mr. Mutts. Yes, that is correct, and this was the first time where 
we had made a survey of an agency where a program, such as the 
mutual security program, established by Congress, with legislative 
guides as to how it coals be administered, was reviewed by a traffic 
survey team, and we didn’t feel in GSA that such a team should 
in effect be telling Congress and the agency how a mutual security 
program should be run. 

Mr. Futron. Yes, but maybe we should strengthen your agency’s 
hand as an inspection and a policy recommendation agency, on the 
ICA to get good efficiency in the programs. Have you been in any 
way blocked by the fact that you have had to consult with the agency 
being studied and are required to have their consent to get the full 
facts of the study? Has there been a limitation put on you or have you 
against your will had your policy recommendations changed between 
the two reports? 

Mr. Miuus. No, we think this is a fair and workable arrangement, 
that we get the consent of the agencies to make the survey— 

Mr. Forres. I don’t think, Mr. Congressman, there has been any 
change—that any policy has been changed. There were facts that we 
didn’t agree on and we adjusted them in this last report, but they were 
factual things. For instance, how much is their freight? 

Acting Chairman Morcan. We have one member of the committee 
who hasn’t had his time yet. 

Mr. Futton. What we would like to do is this: We would like to 
have these policy points so we can make our minds up on how to have 
better studies in the future. 

Mr. F.iorre. Is your objective not to get the most efficient manner 
of spending the dollars that you are appropriating for ICA? That is 
your objective, or one of your objectives. 

I think this study that we are going to inaugurate now will develop 
the very facts in which you are interested and I respectfully suggest 
that we wait until we see what we do with the study, before some 
other step is taken. 

Acting Chairman Morean. Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Floete, under the present system, who determines the routing 
of ICA shipments under both the 5 percent and the 95 percent part 
of the transportation burden? 

Mr. F.Lorrr. We, or course, determine as to the 5 percent, or for 
our portion of the 5 percent. 

Mr. Corrin. What is the process you go through to determine how 
a shipment should go to country X? 


Mr. Fioere. I will let Mr. Kennedy, who is an expert on traffic, 
speak. 
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STATEMENT OF THOMAS A. KENNEDY, DEPUTY COMMISIONER, 
TRANSPORTATION AND PUBLIC UTILITIES SERVICE, GENERAL 
SERVICES ADMINISTRATION 


Mr. Kennepy. We are supplied that information on a govern- 
mental shipment by the ICA, itself. On the country level or the 
participation through commercial channels of trade which is repre- 
sented in the 95 percent portion, we have no account in that. 

Mr. Corrtn. Under the proposed system, the central traffic agency 
would do the routing for all of the 5 percent and part of the 95 percent? 

Mr. Kennepy. The study being proposed was looking to a central 
agency and would take into consideration at least the 5 percent 
initially including the advantages you outlined. 

Mr. Corrin. At the time does ICA suggest a routing to you or do 
you determine it after you know what the shipment is, where it is 
going, and how soon it has to get there? 

Mr. Kennepy. The relationship between ICA and GSA is that 
of principal and agent, insofar as the agent keeps the principal informed 
of its activities, we do that, in the more comprehensive sense. 

We supply them with reports, but initially, since they are a financing 
agency rather than a transportation agency, we do take action on our 
own part with carriers. 

Mr. Corrin. Do you do most of this work under negotiated agree- 
ments? 

Mr. Kennepy. We ship under negotiation with carriers, sometimes 
utilizing published rates and at other times asking for rate adjust- 
ments. 

Mr. Corrin. Perhaps this has been gone over in my absence, but 
I note in your figures for shipments made through various ports that 
there is a great discrepancy among ports on the eastern seaboard as 
to these shipments. 

Now what is the explanation? Is one port cheaper than the others 
or does it depend on closeness to the supply point, or what? 

Mr. Kennepy. The selection of port is based upon first of all, port 
availability because as you know, if you are moving heavy equipment 
through a port, it must have the means to lift that heavy equipment 
aboard. 

Also it is governed by the trade routes established by the Maritime 
Administration, as well as other factors such as the port of selection 
by perhaps, the consignee at destination, or on a plain economy basis 
there is on the eastern seaboard, for example, a rate differential existing 
between the ports of the North and the ports of the South. 

Mr. Corrin. That differential—what 1s that differential? 

Mr. Kennepy. The differential is a matter of the amount of charge 
that is involved in shipments that are received from one segment of 
the country, from the Middle West, generally, to outbound overseas 


destinations. 

Mr. Corrtn. Is that involved in this rate hearing on the Baltimore 
and Philadelphia ports? 

Mr. Kennepy. Yes, sir. 

Mr. Corrin. At the present time they have a favorable rate from 
an inland point as opposed to a northern port? 

Mr. Kennepy. They have a lower rate. 
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Mr. Futron. On those points, actually isn’t it a case that the ICA 
itself, exercises no direct procurement or supply management func- 
tions? 

Mr. Kennepy. In a general way we have discussions with them 
through their Office of Transportation. 

Mr. Fuuron. Yes, but the ICA, itself, has no direct procurement 
for supply management functions? 

Mr. Fioerte. That is correct. 

Mr. Kennepy. Yes, sir. 

Mr. Futon. If that is the case, the Office of Transportation under 
them doesn’t have it either, does it? 

Mr. Fioerte. Not any direct traffic management function. 

Mr. Futton. That is right. 

And then, the Office of Transportation you deal with under ICA is 
really just a management consultant function as you might find in a 
traffic department of a company, is that not right? 

Mr. F.Loere. Yes, but I believe in the foreign countries at least it 
goes a little further than that and gives advice to the participating 
companies on their transportation methods. 

Mr. Fuuton. Neither the ICA nor the Transportation Office nor 
you people know, for example, as to what we procure in the United 
States for abroad, or what foreign countries procure, or decide which 
is the quickest, the shortest, and the least expensive route. 

Mr. Fioretre. We don’t participate in the 95 percent. 

Mr. Futron. You, nor the ICA, nor does the Office of Transpor- 

ation decide which is the least expensive route, isn’t that right? 

Mr. Mutts. Yes. 

Mr. Futon. Then actually, that routing is left to the private 
exporters and importers to determine, is it not? 

Mr. Kennepy. Yes. 

Mr. Fioere. I think we are answering here out of order. We 
don’t know exactly how they do it and it isn’t our function. 

Mr. Fuuron. But we are trying to put the responsibility, under 
the question of the gentleman from Maine, as to why certain things 
move through certain ports. 

Acting Chairman Morean. I think you should direct your questions 
to ICA. 

Mr. Futron. I would ask ICA then at this point in the record to 
supply a statement in view of the questioning and the answers that 
have been made so far. 

(The statement requested is as follows:) 

DEPARTMENT OF STATE, 
SpectaL AssistTaNt FoR Mutvuau Security CoorbINaTION, 
Washington, April 8, 1958. 
Hon. THomas E. Moraan, 


Acting Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. Moraan: As requested in the hearings before the committee on 
April 1, 1958, relating to the GSA survey of ICA’s traffic and transportation 
management requirements, attached is ICA’s statement for inclusion in the 
record. 

We are also attaching a copy of a letter dated March 28, 1958, from Mr. Smith 
to Mr. Floete which was quoted in part during the testimony of Mr. Floete. 

Sincerely yours, 
RosBert G. BARNES. 


21862—58—pt. 12——-9 
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The House Foreign Affairs Committee requested that ICA supply a statement 
to be inserted in the record with regard to the hearing before it on Tuesday, 
April 1, 1958. The committee on that day heard Mr. Franklin G. Floete, Admin- 
istrator of the General Services Administration, and several of his assistants in 
connection with the GSA report entitled ‘‘A Survey to Determine the Traffic 
and Transportation Management Requirements of the International Cooperation 
Administration’? dated March 1958, which contains two recommendations, 


Recommendation No. 1 in the GSA survey report 


Recommendation No. 1 in the GSA survey report of March 1958 on the traffic 
and transportation management requirements of ICA deals with an estimated 
$20 million of ICA-financed ocean transportation services handled per annum by 
four United States Government agencies in conjunction with the procurement 
these agencies undertake for ICA. We have already advised GSA that we will 
cooperate fully with the proposed interagency study group which is to examine 
the feasibility and desirability of creating a central traffic agency to administer 
the transportation of the commodities procured by these United States Govern- 
ment agencies for ICA. The objectives of this study are to reduce costs and 
expedite ICA shipments handled by these United States agencies. 

Approximately 80 percent of the number of ICA shipments undertaken by 
these four Government agencies (Civil Aeronautics Administration, Bureau of 
Public Roads, United States Department of Agriculture, and General Services 
Administration) is handled by GSA. Therefore, insofar as the vast majority of 
such ICA shipments is concerned, centralized traffic management already exists. 

It seems clear that the recommendation does not contemplate the joining of the 
transportation activities of these 4 agencies into a single central agency, but that 
1 of these 4 agencies be selected to furnish all of ICA shipping regardless of which 
agency carries out the original procuremer.t. If on the contrary, it does con- 
template the joining of GSA, CAA, BPR, and USDA transportation, the four 
agencies are the major parties concerned since the ICA component of the total 
shipments in this category is relatively small. In any event, any method that will 
lead to greater efficiency and less cost is of direct interest to ICA. 


Recommendation No. 2 in the GSA survey report 

GSA’s recommendation No. 2 suggests that a further study be made to deter- 
mine ‘‘the feasibility and desirability of applying central traffic management to 
commercial shipments under the ICA program.” (Italic supplied.) Such com- 
mercial shipments account for about 95 percent of ICA’s commodity programs. 

ICA agrees that such a study should be made since the very purpose of the 
study is to determine whether this proposal is feasible and would lead to savings. 
Obviously, GSA has made this recommendation because it believes savings are 
possible. However, as pointed out in the GSA report: ‘‘An estimate of dollar 
savings must await completion of such a study” (p. 4). Of course, in addition to 
possible savings, the study necessarily also will examine the feasibility and 
desirability of central governmental control of transportation of commercially 
procured commodities. 

Without anticipating the conclusions of the study called for under recom- 
mendation No. 2, it will be of help to set out here the manner in which ICA uses 
private channels of trade: 


ICA FINANCED COMMERCIAL SHIPMENTS 


The procedure starts with a decision to make available (say) $1 million to the 
Government of Korea to finance automobile tires. The ICA obligation to under- 
take this financing is represented by a document issued to the Government of 
Korea. The Government of Korea announces to its commercial community 
that $1 million in ICA funds is being made available and asks importers who are 
interested to apply for import licenses. By this process the ICA obligation of 
$1 million may be divided among private Korean importers who qualify. 

The Korean ABC Tire Co., having received an import license, then solicits 
offers from exporters just as it would if ICA were not involved. (In the meantime, 
American trade circles have been informed of this potential business by the ICA 
Office of Small Business.) The Korean ABC Tire Co. gets its most favorable 
offer from the American XYZ Co. Through the Korean bank authorized to deal 
in foreign exchange, the ABC Tire Co. requests that a letter of credit be opened 
in favor of the XYZ Co. by a United States bank in New York. 
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ICA issues to the United States bank a “letter of commitment” by which this 
agency agrees to reimburse the bank for payments made under letters of credit 
opened in compliance with our agreement with the Government of Korea. 

When the X YZ Co. is prepared to ship under its order to the Korean firm, it 
presents the usual commercial documents to the United States bank and receives 
payment. ICA then reimburses the bank. 

On the Korean side, the importer pays out of his own pocket to the Korean 
bank the hwan equivalent of the dollar cost of the tires. Part of this hwan 
amount is paid when the credit is opened and the balance upon shipment. The 
hwan paid by the importer then becomes a part of the counterpart fund to be 
used for the purposes of the mutual security program jointly agreed upon by the 
United States and Korean Governments. 

In this transaction, the normal profit motive considerations of buyer and seller 
obtain. The fact that ICA is providing the dollars does not alter the situation. 
The United States exporter will offer at a price that he believes will get the 
business in a competitive market. On the other hand, the ABC Tire Co. in 
Korea will bargain to buy as cheaply as possible, since its business life is dependent 
on its ability to compete with other Korean tire dealers in (a) getting an offer low 
enough to get the dollar exchange in the first place, and (6) buying low to enable 
it to sell at a profit against local competition. To both the exporter and the im- 
porter, freight costs are an important element in the final price. 

This illustrative transaction can be multiplied by thousands of others in Korea 
and in the many other countries in which a commodity import program is an 
essential part of the assistance made available by the United States. There is, 
therefore, at any one time a great variety of commodities, importers and suppliers, 
and shipping and receiving points involved. To organize and centralize all ship- 
ments from the United States to meet these variations will probably involve 
regional management of shipments, warehousing at ports and a mandatory pro- 
cedure that all shipments from suppliers in the United States be handled by a 
government agency in substitution of the private handling of freight. 


ADVANTAGES OF CENTRAL TRAFFIC CONTROL 


A. A single agency would be in a better bargaining position with shipowners 
and carriers. 

B. Greater cargo consolidation could be achieved. 

C. Administrative improvements resulting from centralization. 


DISADVANTAGES OF CENTRAL TRAFFIC CONTROL 


A. Superimposing a government control on the existing system of competitive 
procurement of transportation services through private trade channels. 

B. The control and coordination centrally of thousands of unrelated types and 
quantities of commodities, and negotiation centraliy with carriers for such a 
diversity of requirements, present an administrative problem of major propor- 
tions. (ICA finances upwards of 12,000 individual transactions per month. 
These shipments originate in many source areas, and are destined for some 60 
cooperating countries. Each shipment has its own program or project de- 
livery schedule related to the requirements of the country and the importer.) 
Cargo consolidation under these conditions would require the central traffic 
agency to obtain, analyze, and tabulate advance procurement and delivery data 
on these thousands of shipments each month, and to arrange for the extensive 
warehousing needed, 


CHOICE BETWEEN CENTRAL GOVERNMENT TRAFFIC CONTROL AND USE OF PRIVATE 
TRADE CHANNELS 


Apart from the administrative advantages or disadvantages of centralized 
traffic control, there is the fundamental question of the objectives of the mutual 
security program. Congress has clearly stated the policy of the United States 
in this regard in section 413 of the Mutual Security Act which is entitled: 
“Encouragement of Free Enterprise and Private Participation.” This section 
states in part: ‘“* * * to encourage the contribution of United States enterprise 
toward economic strength of other free nations, through private trade and in- 
vestment abroad, private participation in the programs carried out under this 
Act (including the use of private trade channels to the maximum extent practicable 
in carrying out such programs) * * *’ 
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FUNCTIONAL STATEMENT, OFFICE OF TRANSPORTATION, INTERNATIONAL 
COOPERATION ADMINISTRATION 


A detailed description of the Office of Transportation is set forth in manual 
order 228.8, and is set forth as ap ndix C in the survey prepared by the General 
Services Administration dated March 1958. It is a staff office rather than a 
line or operating office. Its recommendations are carried out by other Govern- 
ment agencies or other divisions of the agency or by contract with private con- 
tractors. 

It provides a central office in the agency for all problems that may arise in the 
fields. of ocean transportation, aviation, highway, railroads and the closely related 
industries. It is the point of contact of railroad, highway and shipping organi- 
zations representing the industries. It represents the agency in study groups of 
the North Atlantic Treaty Organization such as the Planning Board for Ocean 
Shipping, and with the Maritime Transport Committee of the Organization for 
European Economic Cooperation. It represents the Agency on the Transpor- 
tation and Storage Committee of the Office of Defense Mobilization. 

It consults with the General Services Administration, the Civil Aeronautics 
Administration, the Bureau of Public Roads, and the Maritime Administration, 
and deals with them when they are the implementing Agencies of a program. 
It provides advice and consultation to the agency on items within its jurisdiction. 
In addition, it oversees the administration of the cargo preference law, and con- 
fers with the maritime attachés of the countries in which ICA has programs. 

It can be characterized in general terms as a “transportation support function’’ 
or as a “transportation coordinating office,” or as a “staff program development 
office.”” It is through this office that the Director’s decisions relating to trans- 
portation items are carried out. It examines, reviews and makes recommenda- 
tions and exercises judgment on transportation projects. 

The survey report on page 14 under paragraph 3 gives a fair presentation of 
its activities in general terms, i. e., that many of the functions performed by this 
office are similar to those found in transportation offices of large industrial con- 
cerns. Its activities were examined by the Comptroller General at the request 
of members of the House Foreign Affairs Committee in June 1957, and his opinion 
is set forth in the transcript of the hearings part 7, page 1333, last paragraph. 
He states, “It is apparent that the overseas transportation functions carried out 
by the Department of Defense, the International Cooperation Administration 
and the General Services Administration are not comparable and thus do not 
afford a basis for comparison of the costs of their operation.” 

Its activities in no way conflict or duplicate the work done by any other agency 
of the Government. It has a ceiling of 24 persons, 14 men, and 10 women. 
Each of the men has his own specialty. A breakdown of the personnel is as 
follows: A director and an assistant; 2 air specialists; 3 ocean transportation 
specialists; 2 railroad specialists; 2 highway specialists; 1 statistical analyst; 
2 program officers; 6 secretaries; 1 cable girl, and 3 clerks. 





Marcu 28, 1958. 
Hon. FRANKLIN FLOETE, 


Administrator, General Services Administration, 
Washington, D. C. 

Dear Frank: Thank you for referring to us for comment your survey of 
the traffic and transportation management requirements of ICA. Our comments 
are directed solely to the two recommendations, rather than to the narrative 
section, of your survey. 

While we are satisfied with our existing arrangements with the several United 
States agencies mentioned in recommendation No. 1, we have no objection to 
the interagency study proposed. In our relations with these agencies, we are the 
buyer of their services and facilities for procurement and shipping. If, as the 
result of the study, a central traffic agency is established, ICA will use the services 
of that agency with respect to any procurement we request United States Govern- 
ment agencies to handle. 

Since the objectives are to reduce costs and expedite ICA shipments, we will 
cooperate fully with the study group. 

A study, in accordance with recommendation No. 2, of the feasibility and 
desir2bility of Central Government control over commereial shipments financed 
by ICA would need to take into account the objectives of the mutual security 
program. These include, as you know, the vital role of free enterprise, fostering 
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private initiative and competition, and the use of private trade channels to the 
maximum extent practicable. 

Your cooperation and that of your staff is appreciated. 

Sincerely yours, 
James H. Smrtu, Jr. 

Acting Chairman Morean. Thank you, Mr. Floete. We have one 
more witness, Dr. Mobley. 

Dr. Mobley is the executive secretary of the American Vocational 
Association. He is a resident of the State of Georgia. Mr. Pilcher, 
a member of this committee, intended to stay and introduce Dr. 
Mobley, but due to the length of the previous testimony, he had to 
leave to catch a plane. Dr. Mobley, if you have a statement, go 
right ahead. 


STATEMENT OF DR. M. D. MOBLEY, EXECUTIVE SECRETARY, 
AMERICAN VOCATIONAL ASSOCIATION, INC. 


Dr. Mos.tey. My name is M. D. Mobley, I am the executive secre- 
tary of the American Vocational Association, a 52-year-old professional 
organization with a membership of more than 30,000 vocational 
teachers, officials, school board members and others interested in the 
development and improvement of vocational education. I have 
devoted my entire career, totaling more than 35 years in the field of 
education, serving as a teacher, principal of a school, a teacher-trainer, 
a State supervisor, and for 17 years as State Director of Vocational 
Education in my home State of Georgia. 

Today I appear before this committee as a private citizen— 
although I am confident that the great majority of the members of 
the American Vocational Association would concur wholeheartedly in 
what I shall say. 

I am grateful for the opportunity to appear before this committee. 
This is the first time during my entire career that I have ever asked 
to appear before a congressional committee as a private citizen. I 
feel, however, that it is my civic duty to present certain facts and my 
considered views to members of this important committee. 

I hope the information I shall present will result in making one 
important part of the mutual security program more effective, and of 
greater benefit to the struggling underdeveloped countries of the 
world—especially to those countries, comprising about 25 percent of 
the world’s population, that have gained independence since the close 
of World War II. 

It is not my purpose to support or oppose the mutual security pro- 
gram as a whole. 

Instead, I would like to bring to your attention facts and my 
observations regarding the education phase of the mutual security 
program in the foreign countries I have visited. 

Last year, at the request of ICA officials, I went on a special 3- 
month mission for our Government. It took me into four coun- 
tries—Pakistan, India, Thailand, and the Philippines—that are receiv- 
ing aid from the United States. In these four countries, I saw at 
firsthand the splendid work of American educators—especially those 
in the field of vocational-technical education. 

I left the United States a skeptic as to the good that might be done 
in assisting other nations with their education programs. I returned 
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thoroughly convinced that American educators in the foreign coun- 
tries I visited are doing an outstanding job. 

The vast majority of American educators are imbued with the spirit 
of the good Samaritan. They are in a sense missionaries. Their 
primary goal in life is to help others. Certainly no educator today 
hopes to accumulate riches. 

In working with any people you do not fool them—certainly not 
for long. They know, or soon find out, if you are sincerely interested 
in helping them. ‘True educators do not have to act. Helping others 
comes naturally to them and their efforts are soon recognized and 
appreciated. What I am trying to say is that true educators usually 
make friends wherever they go. I know that American educators 
are making friends for us in the countries I visited—and we could 
well afford to cultivate more friends in foreign countries. This is 
only a byproduct of the good American educators are doing. 

In the countries I visited there is no question but that the teachers 
and education officials have confidence in and respect for American 
educators who are working with them. These Americans are not only 
rendering an important education service but they are also making 
friends for the United States—which I think all of us will agree is 
greatly needed at this time. 

Three of the four countries I visited gained their independence 
since the close of World War II. As I studied their education problems 
and learned of the lack of education among the masses, I was reminded 
constantly of one of the famous statements made by Thomas Jefferson 
soon after the United States gained its independence. He once said, 
and I quote: 

If a nation expects to be ignorant and free, it expects what never was and 
never will be. 

In Pakistan, where I spent several weeks, only 15 percent of the 
population is able to read and write in any language. Pakistan, a 
new nation in an old land that gained its independence in 1946, ranks 
sixth in the world in total population. Of its more than 80 million 
people only about 12 million are literate in any language. Though 
some progress has been made in providing elementary and other basic 
education programs, there is still much to be done. I was told that 
not more than 50 percent of the eligible children are enrolled in 
elementary schools today. 

If this country, or any country, expects to be ignorant and free, 
“it expects what never was and never will be.” 

American educators are playing a tremendous role in helping under- 
developed nations formulate and develop vocational-technical training 
programs that will enable their masses to acquire skills and knowledge 
so that they can produce more and have more. This, in my estimation, 
is the most effective way to combat the spread of communism. 

Freedom and security are ideals that are essentially inseparable. 
Man cannot enjoy one without the other. Freedom means little to 
the man who is starving through no fault of his own. Security means 
little to the man who cannot also exercise his freedom of thought and 
his God-given individuality. 

American educators serving in the foreign countries are helping 
people to help themselves. The poorest way to help anyone is to 
give him something without effort on his part. If you educate a 
person, help him acquire skills and knowledge so he can become an 
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efficient, independent producer, you have really contributed to his 
well-being. he same is true of a nation. 

Most impressive and encouraging to me in the countries I visited 
was the eagerness of the people to acquire education and training. 
In virtually all of the educational institutions I visited, from 2 to 4 
times as many people who could be enrolled were turned away because 
of inadequate facilities. 

In one country posters on instructional ‘equipment read somewhat 
as follows: ‘‘Donated by our American friends.”’ 

I was told that these signs were placed on equipment—not by 
American educators—but by the educators of the nation being served. 

Mr. Chairman, I would like to submit for inclusion in the hearings 
excerpts from my official ICA report on my observations in two of 
the countries I visited and my impressions of the work being done by 
American educators. My reports are devoted primarily to the field 
of vocational-technical education since my mission was to help officials 
develop plans to improve and expand programs in these fields of 
education. 

I have only one criticism of the overseas education programs 
sponsored by ICA. Not enough is being done in this field. 

I have another serious criticism that involves the organizational 
setup of ICA here in Washington. 

When I was being briefed for my mission, I was amazed to find that 
in the ICA Washington office, education is relegated to a very low 
position. It is given, in fact, such low status that it is not even 
included on the ICA organizational chart. 

Mr. Chairman, I shall depart from my prepared statement. I saw 
for the first time this booklet—The Mutual Security Program, fiscal 
year 1959—which you were looking at a minute ago. I was unable 
to find anything of consequence in it—though I haven’t studied it 
thoroughly—about education. 

On inquiry, I found that it (education) is included in the Division 
of the Office of Public Services—which covers health, education, 
housing, police training, community development, public administra- 
tion and probably several other branches. 

In the foreign countries I visited the top education authorities serve 
at the cabinet or ministerial level. When they come to this country 
and have to go through several layers of people—most of whom know 
little or nothing about education—before they reach ICA’s education 
authorities, they get the impression that education is not considered 
a very important function in this country. 

From my contacts with ICA educators—though I do not know all 
of them—TI am convinced they are fully competent and there is no 
need to hide them. We can well afford to be proud of them because 
they are willing, able educators, who have held important positions 
in this country. The education unit should be elevated to a position 
in the organization chart that befits the great importance of this field 
of activity. I strongly recommend such action. 

Please keep in mind that I am not requesting an increase or a de- 
crease in appropriations for the mutual-security program. I do not 
know enough about the total program to take a stand on this matter. 
I merely ask, so long as the mutual-security program is continued, 
Congress insist that a larger percent of whatever is appropriated be 
used for educational assistance in underdeveloped countries; and 
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further, that this unit of the ICA Washington office be elevated to a 
policymaking level that will command respect nationally and inter- 
nationally. These things can be done regardless of the total amount 
of funds made available. 

Mr. Chairman, may I again thank you and members of the com- 
mittee for the opportunity to appear before you. 

Acting Chairman More@an. The document referred to by Mr. 
Mobley, entitled ‘“Excerpts From a Report on Vocational Education 
Programs in Thailand and the Philippines,” will be included in the 
record at this point. 

(The document referred to follows:) 


Excerpts From A Report ON VOCATIONAL EDUCATION PROGRAMS IN THAILAND 
AND THE PHILIPPINES Mapg By M. D. Mosiry to ICA WASHINGTON OFFICIALS 
FoLiow1ncG His Visit to THESE Two CounTRIES 


THAILAND 


Friday, November 8, 1957—Bangkok, Thailand: Reported to Dr. Frank 
Holmes, chief education division, USOM, Bangkok, Thailand. After a brief 
conference, Dr. Holmes and I called on the director of the USOM for Thailand. 
We discussed briefly the education program of the USOM, especially the voca- 
tional phase of the program. 

At noon I attended a luncheon conference with Dr. Holmes, Dr. D. R. Sherman, 
chief adviser, Wayne State University contract, and Dr. Robert Van Duin, 
assistant chief, education division, USOM. At this luncheon plans were made for 
me to visit some vocational schools and to confer with various Thailand education 
officials. 

The entire afternoon of November 8 was spent at the Technical Institute at 
Bangkok. I visited all the shops and most of the classrooms. Much of the after- 
noon was spent in conference with the staff members of the Wayne State University 
contract, including the following: Dr. D. R. Sherman, chief adviser, Mr. John C. 
Comer, Jr., automotive adviser, Mr. William Dale Walls, industrial arts adviser, 
Mrs. Arlene A. Hoover, home economics adviser, Mr. Robert T. Austin, metal 
trades adviser, Mr. Charles Olree, printing trades adviser, and Mr. Sut Herabat, 
acting director, Technical Institute of Bangkok. 

I was very greatly impressed with the caliber of American advisers attached to 
the Technical Institute at Bangkok. They are well qualified in their respective 
fields and are doing an excellent job. The vocational-technical program in opera- 
tion at this institute, which was started only a few years ago is very good. Ameri- 
can personnel and aid has played a major role in the development and successful 
operation of this splendid institute. In 1952, rice was being grown on the land 
that now comprises the campus of the Technical Institute at Bangkok. The 
enrollment has increased from 91 students the first year the institution was in 
operation in 1952 to more than 4,200 at the present time. This is indeed a phenom- 
enal growth and is indicative of the desire of the Thai people to receive vocational 
training in the trade and industrial field. 

After visiting virtually every shop and classroom at the institute, I conferred 
for 2 hours with the entire staff of advisers of the Wayne State University contract. 
The Wayne State University contract staff is certainly playing a major role in 
helping this institute to carry on a creditable vocational education program. 

Monday, November 11, 1957: During the forenoon of November 11, I visited 
the Wat Sraket Carpenter School and the Patumwam Engineering School. I 
was accompanied by Dr. D. R. Sherman, Mr. Robert P. Austin, metal trades 
adviser, Mr. Robert A. Rice, electrical trades adviser, and Mr. Sut Herabat, 
acting director of the Technical Institute in Bangkok. I was informed that there 
are some 75 carpenter schools located throughout Thailand. The one which I 
visited—so I was told—is among the best. If this is true, then the carpenter 
schools in Thailand are very poorly equipped and operated. They are indeed 
out of date. 

With the exception of a few power tools furnished by ICA, the Wat Sraket 
Carpenter School has only a very few hand tools, most of which are obsolete. 
Even with the very limited and obsolete equipment and lack of materials with 
which to work, a total of approximately 300 youths were enrolled. Approxi- 
mately 900 had made application for enrollment. This is further evidence of 
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the great interest in practical training. USOM officials for Thailand are taking 
steps to encourage development of additional vocational training programs as a 
part of the so-called carpenter schools. To date USOM officials—due to lack of 
personnel—have not been able to work closely with Thailand officials in an effort 
to improve programs and instruction in the carpenter schools. The lack of 
American assistance and advice is certainly in evidence by the programs in opera- 
tion. 

Next we visited the Patumwan Engineering School, which was started in 1932. 
Much of the equipment in use in this instit:tion was evidently purchased soon 
after the school was opened. To date USOM officials for Thailand have not 
advised on the work of this institition. It provides quite a contrast to the 
technical institute at Bangkok where ICA officials have provided leadership as 
well as modern equipment. 

The Patumwan Engineering School should not be called an engineering school 
nor a trade school. The students pursue the same curriculum with little or no 
effort of specialization in one occupational field. The enrollment of 2,597 stu- 
dents is still further evidence of the interest of the youths in Thailand in voca- 
cational and technical education. The enrollment at the school has pyramided 
in recent years. The young people are so anxious to enroll in any school regard- 
less of the quality of the instruction offered. 

While at this institution I met and conferred with Mr. Silthipoh Plachevin, 
headmaster of the Patumwan Engineering School and Mr. Toh Jalamigroh, 
consulting engineer for the school. 

After visiting the two institutions mentioned above that have not been served 
by ICA officials and comparing them with the technical institute at Bangkok, I 
am convinced that USOM officials for Thailand have made a very great contribu- 
tion to the improvement of vocational education in the trade and industrial field 
in the institutions in which they are serving. 

At noon I attended a luncheon and conferred with members of the Wayne 
State University contract staff and Mr. Sanan Swmitra, Director General, De- 
partment of Vocational Education, Ministry of Education for Thailand. Mr. 
Swmitra was very enthusiastic with the progress being made in the field of voca- 
tional education in Thailand and appeared most cooperative in working with 
USOM officials concerned with vocational and technical education. 

Tuesday, November 12: In company with Dr. Frank Holmes I visited the 
United States Embassy in Bangkok where I was briefed by Mr. Douglas Baston 
on the political situation in Thailand. This happened to be the same man who 
briefed me in 1947 when I was sent on a vocational education mission to Germany 
for the War Department. 

During the remainder of the morning I conferred with A. C. Hale who has 
served with the education division of USOM for Thailand for 4 years. I learned 
from Dr. Holmes that Mr. Hale has done a very splendid job during the period 
he has served in Thailand. He has played an important role in helping to 
improve instruction in 16 agriculture schools scattered throughout Thailand. 
The 9 schools with which he has worked have an enrollment of more than 2,000 
students. Mr. William Shumate who has worked with the other seven schools 
was on a field trip and I did not get to see him. 

Following the conference with Mr. Hale, Dr. Holmes spent some time with 
me reviewing the entire USOM Thailand program of education. He pointed out 
that they have given special attention to the training of teachers for all phases 
of education; both preemployment and in-service training programs have been 
developed. This certainly makes sense to me since one of the great needs in 
Thailand is better prepared teachers. Then, too, this procedure makes it possible 
to greatly influence education development and improvement with limited funds. 

From observations and personal conferences, I am thoroughly convinced that 
the USOM Thailand Education Division under the able leadership of Dr. Frank 
Holmes is doing a superb job. The efforts of Dr. Holmes and members of his 
staff are already being felt and in time the contributions of United States educa- 
tion personnel will result in a more adequate and improved program of education 
in Thailand. Dr. Holmes and his entire staff certainly have their feet on the 
ground and are dealing with down-to-earth basic problems in all major fields of 
education. 

At noon I had as my guest for lunch at the Erawan Hotel, Dr. Holmes, Dr. 
Little, Dr. Sherman, and Mr. Hale. Following the luncheon I spent some time 
with Dr. Sherman and Mr. Hale discussing ways and means to make vocational 
education programs more effective. We also discussed the preparation of an 
article dealing with vocational education in Thailand to be used in some future 
issue of the American Vocational Journal. 
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MANILA——REPUBLIC OF THE PHILIPPINES 


Sunday, November 17, 1957: On Sunday evening Mrs. Mobley and I were the 
honor guests-at. a steak dinner given by Mr. and Mrs. Liebendorfer.  Approxi- 
mately 40 people including top ICA officials and the top education officers of the 
Philippines were present. It was indeed a very splendid affair. It gave us oppor- 
tunity to renew our friendship with some old friends and to meet top education 
officials of ICA and the Philippines with whom we were associated during our 
stay in this new Republic. A number of the Filipino officers made talks in 
which they praised highly the America ICA personnel and the role they have 
played in helping this young nation with advice and facilities for developing 
practical programs of education so needed by the masses. From their talks and 
later experiences I was thoroughly convinced that American personnel have done 
a magnificent job not only in helping Filipino officials develop sound worthwhile 
programs of education but have also conducted themselves in such a manner as to 
win and hold the love and esteem of the Filipino people. They demonstrated to 
me that they are fully aware of the fact that America will not interfere in the 
running of their country but only in helping them to develop programs and facili- 
ties that will guarantee the independence and well-being of this new Republic. 

Monday, November 18, 1957: On this date I reported to Dr. Noel T. Meyers’ 
office where he and members of his vocational staff briefed me on the programs and 
activities of the education division of the operations mission to the Philippines. 
I was tremendously impressed with the color slides depicting programs and 
facilities available and in operation in the Philippines. These slides certainly 
showed that great progress has been made and is being made in the development 
of a sound and effective program of vocational education in all of its branches. 

Though Dr. Meyers has just arrived on the scene in Manila I am confident 
that he will give outstanding leadership as the chief of the education division of 
operations mission to the Philippines. He has a very good philosophy of educa- 
tion and understands the purpose, functions, and relationships of all phases of 
education. 

At noon on this day I had lunch with Mr. Liebendorfer, who further briefed 
me on ICA activities in the field of trade and industrial education. 

At 1:30 p. m. Monday, November 18, I visited the bureau of public schools 
where I was briefed by Dr. Pedro G. Guiang, assistant director of public schools 
in charge of vocational education. After a short briefing, we visited a large 
room where various items made in vocational schools were on display. These 
items produced by vocational students while in training were certainly indicative 
of the quality of work being done. 

From 3:30 to 5:30 we visited the Philippine School of Arts and Trades located 
in Manila. Here we had opportunity to see firsthand the splendid work being 
done by the Department of. Education Stanford University contract group 
headed by Dr. J. Graham Sullivan. We conferred briefly with the advisers in 
several of the specialized fields, such as auto mechanics, wood pattern making 
and machine shop. I was greatly impressed with the work of these American 
advisers who had on their working clothes and were demonstrating how to do 
rather than lecturing on the theory of doing. 

This school (PSAT) would be classed as a good vocational school anywhere. 
There was every evidence that the students had been carefully selected on the 
basis of their interest in and ability to profit by the instruction. We were ac- 
companied to this school by Mr. Ronudo Mendoza, chief of the trade and indus- 
trial division of the bureau of public schools as well as other officials—both 
Filipinos and Americans. 

Monday evening Mrs. Mobley and I were guests for dinner in the home of Dr. 
and Mrs. Noel T. Meyers. A number of the top ICA vocational educationists 
and their wives were also guests at this dinner. 

Tuesday, November 19: At 7 a. m. on this day we left by automobile for a 2- 
day trip during which time we visited the following institutions: 

1. Bulaneana, National Agricultural. High School, San Ildefonso, Bulacan. 
2. Central Luzon School of Arts and Trades, Cabanatuan City. 
3. Central Luzon Agriclutural College, Nueva Ecija, Philippines. 

We spent the night in the guest home of the Central Luzon Agricultural College. 

At the Bulacana National Agricultural High School, 1 of 19 such institutions 
in the Philippines, we visited some of the livestock projects of the students in 
this school. I was greatly impressed by the type of students enrolled in this 
school and ability of the instructors and officials of the institution. 

I was thoroughly convinced that Harold L. Kugler, ICA vocational educationist 
in agriculture, has played a most important role in helping this school, its teachers, 
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and officials develop and maintain a worthwhile program of vocational education 
in agriculture. Mr Kugler is a very able man. ICA officials would do well to 
keep an eye on him. He is young, well trained, and possesses much stamina and 
drive. He should go far in Foreign Service, if he continues in the program on a 
career basis. 

We next visited the Central Luzon School of Arts and Trades. Here again I 
found the utmost confidence in American personnel by both the instructors and 
officials of the school. Gene F. Liebendorfer, the ICA vocational educationist in 
trades and industry has without a doubt played an important role in helpin 
this school develop and maintain a quality program of trade and industria 
education. Mr. Liebendorfer demonstrated his unique ability to work with the 
Filipino instructors and officials. The Filipinos certainly have great confidence 
in him.. Here again is a man with much ability and stamina. ICA officials would 
certainly do well to keep an eye on him. 

Wednesday, November 20: The outstanding developments at the Central 
Luzon Agricultural College are almost phenomenal. The president of this insti- 
tution, Arcadio G. Mantela, is a very able and conscientious individual. He 
possesses unique ability in the field of public relations. 

This institute has an enrollment of approximately 2,700 students. About 1,200 
are enrolled in the secondary school program and approximately 1,500 at the 
college level. 

In 1957 a total of more than 4,000 youths who made application for enrollment 
were rejected because of lack of facilities. Here again is evidence of the desire 
of the people in this new Republic to obtain practical education. President 
Matela told me that one of his hardest tasks is that of turning away youths who 
desire enrollment. in the Central Luzon Agricultural College. This also poses 
a political problem for him because politicians from all parts of the Republic 
pressure him to enroll students when there is no room for them at the institution. 

From 8 a. m. to 10 a. m. on Wednesday, November 20, we visited classrooms, 
shops, and other facilities at the Central Luzon Agricultural College. I was 
greatly impressed with the students and the facilities. Here, as was true at other 
institutions I visited in the Philippines, I saw signs attached to equipment an- 
nouncing that “this piece of equipment was donated by the United States of 
America.”’ In the Philippines more than any other country I visited I found the 
Filipino teachers and officials anxious to inform the student body of the important 
role the United States has played in giving the Filipinos their independence and 
in lending assistance in a very material way to help the nation get on its feet. I 
am convinced that what the United States has done for the Filipinos stands as a 
bright and shining example for the people and officials of other nations to see 
that the United States has no territorial ambitions but instead is interested in 
helping free. nations find a better way of life. 

At 10:30 I was the guest of honor and principal speaker at a convocation. 
Attached is copy of program. As we marched down the aisle between the 2,000 
students in the assembly hall, 200 of whom had to stand, I was never more thrilled 
and moved in all my career. I could feel the warmth of the student body, their 
admiration and esteem for Americans. 

After lunch in the president’s home with members of the teaching staff and 
American personnel, we left by car for Manila where we arrived about 5:30 p. m. 

At 7:30 on this evening we were entertained at dinner by Dr. and Mrs. Bonard 
Wilson. Here we had opportunity to greet some old friends and to make the 
acquaintance of a very able and influential Filipino couple, Mr. and Mrs. Frate 
Bull, whom we had known for a number of years, were among the guests. 

At 9 a. m., November 21, we left Manila fully convinced that vocational 
education in the Philippines is indeed making very satisfactory progress and that 
American and Filipino officials in this field of education are dedicated people, 
devoted to their work. 


Acting Chairman Morean. Thank you, Dr. Mobley. 

You have come to this committee very highly recommended by 
Congressman Pilcher and your statement reflects credit on the State 
of Georgia. 

What was your official capacity when you were working for ICA? 

Dr. Mostey. I was what they call in government a consultant—a 
special consultant in the field of vocational education. My services 
were requested from Pakistan. 

Acting Chairman Morean. Requested by Pakistan? 
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Dr. Mostey. Yes, sir. 

Acting Chairman Morcan. Now in the vocational-type training in 
Pakistan, are we teaching these people to be carpenters and brick- 
layers or perhaps I should ask: What was the type of educational 
programs that you had an opportunity to observe over in Pakistan? 

Dr. Mostey. My assignment was to help the officials, the Pakistani 
officials, working through the ICA officials, plan a total program for 
vocational-technical education. In order to do this, of course, I 
studied many of the reports on education that had been made in 
previous years. I interviewed top educational officials at the national 
and provincial levels. 

I visited quite a number of the schools, enough of the schools to 
get some idea of what they have in operation. 

Frankly, they do not have much in the field of vocational education. 
The Ford Foundation is in the process 

Mr. Futton. Could I compliment the witness on his good testi- 
mony? We have been glad to have him before the committee and 
have received new approaches from his comments. 

Dr. Mostey. Thank you, sir. 

The Ford Foundation is spending quite a bit of money in Pakistan 
helping this country to develop polytechnic institutes. I visited two 
such institutions that were virtually completed. They have plans 
for another that I did not visit. 

The system of education in Pakistan has for years been concerned 
primarily with the education of the classes, with the hope that the 
classes would take care of the masses. There is little mass education 
in that country. It will take a long time to make much progress, but, 
as I pointed out in my report, Mr. Chairman—and I will be delighted 
to leave you a copy of the report that I made to ICA—t is a little 
long to include in any record 

Acting Chairman Morean. We would be glad to have it for review 
by the staff, sir. 

(The document referred to will be found in the files of the com- 
mittee.) 

Dr. Mostey. In this report I pointed out some of the difficulties 
in developing a vocational education program in Pakistan. This 
report was prepared primarily for the benefit of Pakistani educators. 

I have been informed by the Washington ICA officials that the 
report has been reproduced and copies of it has been sent to all 
countries in the world with which our Government is cooperating at 
this time. I realize that this report designed for Pakistan would not 
necessarily be appropriate for other countries, but it might be of some 
little guidance and assistance. 

Acting Chairman Morean. Dr. Mobley, you can assure the com- 
mittee then that practically all the American educators participating 
in the program in the countries you have visited were really dedicated 
people? 

Dr. Mosuey. Oh, yes. Very definitely so. 

In the material (excerpts from my reports) you have agreed to 
include in the hearings, I describe some of the educators and how 
devoted they are. 
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I have been in school work long enough to be able to tell whether 
a fellow is getting through to his pupils and to his associates who are 
working with him. When I visited schools I was always in the 
company of the American educators. I could tell from the attitude of 
the people to them and the questions asked that they all but wor- 
shipped them. They were seeking advice. They wanted help. 

The thing that was startling to me, as I mentioned in my formal 
statement, was the eagerness of the people of these underdeveloped 
countries to acquire skills and knowledge. They will go to any kind 
of a school—good or poor. 

In some countries I would visit a few schools with which ICA is 
assisting; then I would visit a few that were not receiving ICA 
assistance. There was always a tremendous contrast. The schools 
being assisted are making much greater progress. 

Even though some of the schools I visited that were not being 
assisted were very poor schools, that is, the quality of work was very 
poor, yet they would turn away 2 or 3 or 4 times as many people as 
they could enroll. 

In other words, the youth in these underdeveloped countries are so 
anxious for knowledge they are willing to go to very poor schools. 

Acting Chairman Morean. Thank you, Dr. Mobley. 

Mr. Coffin. 

Mr. CorFin. Just one question. I, too, appreciate your testimony. 

You made a disclaimer in your statement about opinions as to 
amounts in the present mutual security program. What has been 
requested for technical assistance is $142 million. This is about the 
same amount as was spent last year. It does not reflect any signifi- 
cant increase in the overall figures. 

Do you have any information that would be helpful to the com- 
mittee as to particular countries or programs in the educational part 
of technical assistance where additional work could be done? 

Dr. Mostey. I do not believe I could supply any information of 
great importance. I do not profess to know the program worldwide. 

Mr. Corrin. What would be your answer to this question: Do we 
have enough trained personnel, say, in the educational field, who 
would be willing to go abroad in technical assistance work? 

Dr. Mostey. I mentioned in my formal statement that I was a 
skeptic when I left here last fall. The reason I was a skeptic was 
because I had an idea that our good educators would not accept 
foreign assignments. Well, much to my surprise, I was mistaken. 
They are accepting these assignments. 

Some of the people who are going on these assignments are men 
who have retired from positions in this country. In some com- 
munities I understand they can retire at 60 years of age or younger. 
Some of these educators have quite a bit left. They can be and are 
being of tremendous help in foreign countries. 

I remember one man in particular in the Philippines, Mr. Gene F. 
Liebendorfer. He served for many years in Nebraska. He was 
superintendent of a large school and then he became State director of 
all vocational education and assistant State superintendent of schools 
for that State. He retired quite young. I think he retired at maybe 
58 or 59. He is in the Philippines serving his second 2-year assign- 
ment there. He is doing a magnificent job. 
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In other words, he is fully qualified. He was one of the top 
educators in this field in this country. 

Mr. Corrtn. And there are others like him. 

Dr. Mosuey. Yes, a lot of them. I could name many others. 

Mr. Corrin. Thank you. 

Acting Chairman Morean. Thank you, Dr. Mobley. It has been 
a pleasure to have you here. 

The committee stands adjourned. 

(Whereupon, at 5:10 p. m., the committee adjourned, to reconvene 
at the call of the chairman.) 


x 








